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MARINER 


MARTIN Research Blazes 
a Trail to the Future! 


Since the earliest days of military aviation, Martin research 
engineers have worked closely with our Military Services... 
producing a long line of great Martin planes for service all 
over the globe. Today, Martin is reaching for new horizons 
in rocketry... electronics... rotary-wing aircraft... jet 
propulsion... trans-sonic speeds ... advance-design aircraft 


.. and other far-reaching fields. Look to Martin for a look 


at the future! The Glenn L. Martin Company. Baltimore 3, Md. 
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AIRCRAFT 


Builders of ‘Dependable Aircraft Since 1909 


AN INTERNATIONAL INSTITUTION 


MANUFACTURERS OF: Martin 2-0-2 airliners ¢ Advanced military aircraft « 
Aerial gun turrets ¢ Marvinol resins (Martin Chemicals Division) « DEVELOPERS OF: 
Rotary wing aircraft (Martin Rotawings Division) * Mareng fuel tanks (licensed to 
U. S. Rubber Co.) © Honeycomb construction material (licensed to U. S. Plywood 
Corp.) . Stratovision aerial rebroadcasting (in conjunction with Westinghouse 
Electric Corp.) * LEADERS IN RESEARCH to guard the peace and build better living 
in many far-reaching fields. 
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THE Ma mavoOxX company 


MAKERS OF FINE RADIO-PHONOGRAPHS 


Dividend 
Notice 





The Board of Directors of 

The Magnavox Company has declared 
a quarterly dividend of 25 cents a share 
on the Company’s outstanding capital 
stock, payable September 15, 1948, 
to stockholders of record September 


10, 1948. : 
R. A. O CONNOR, 
President and Treasurer 








THE TEXAS COMPANY 














184th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 











A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares 
of The Texas Company has been declared 
this day, payable on October 1, 1948, 
to stockholders of record as shown by 
the books of the company at the close 
of business on September 3, 1948. The 
stock transfer books will remain open. 
L. H. LINDEMAN 
August 6, 1948 Treasurer 














C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of 50 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable October 1, 1948, to stockholders of 
record at the close of business September 10, 
1948. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer 
August 26, 1948. 
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LOEW’S INCORPORATED 
“THEATRES EVERYWHERE"’ 
September 1, 1948 
8 Ba Board of Directors has declared a 
quarterly dividend of 37\%c per share 
on the outstanding Common Stock of the 
Company, payable on September 30th, 
1948, to stockholders of record at the close 
of business on September 10th, 1948. 
Checks will be mailed. 
CHARLES C. MOSKOWITZ, 


Vice President & Treasurer 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


August 31, 1948 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 110 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable September 20, 1948, 
to common stockholders of record at the 
close of business September 10, 1948. 
W. C. KING, Secretary 
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One of the 


Greatest Blessings 


of our 


Micwistiy everywhere you look, you 
find evidence of the great services per- 
formed by steel wire. Automobiles, 
boats, airplanes, trolley cars, tele- 
phones, radio — all owe much of their 
development to wires of steel. 

On the farm, steel wire fences pro- 
tect growing crops. They control poul- 
try and livestock. Nails, screws and 
bolts, which are made from steel wire 
are indispensable not only to the 
farmer but to all of us. And you can 
add to this list, steel wire rope of all 
kinds . . . wire fabric to reinforce our 
nation’s concrete highways . . . steel 


wire of every conceivable size — from 


UNITED STATES STEEL 


modern civilization 





piano wire to the great cables that sup- 
port our giant suspension bridges. 

A leader in the development of bet- 
ter steel wire and better products of 
wire is the American Steel & Wire 
Company —a member of the United 
States Steel family. This company not 
only turns out various types of high 
quality steel wire and wire products, 
but it is also constantly conducting 
research to discover and develop still 
better wire for hundreds of new uses. 

So whenever you need any product 
made of steel wire—from a carpet tack 
to fencing, it will pay you tolook for the 
U-S-S Label. It is a symbol of quality. 
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Business 


The Trend of Events 


TAFT-HARTLEY LAW TEST... After one year of full 
operation, the Taft-Hartley Act, passed a year ago 
over the President’s veto and over strong objec- 
tions of organized labor, has proved itself a success. 
It has demonstrated the absurdity of the assertion 
of labor union bosses that it is a “slave law.” It has 
not been, and obviously will not be used for a gen- 
eral onslaught against labor unionism; but it has 
scored significant initial success in the fight against 
abuses of union power. 


The anniversary of the Act finds strikes on the 
wane, the public protected by injunctive power and 
millions of workers emancipated from coercion by 
union overlords. Secondary boycotts and jurisdic- 
tional disputes have become relatively rare. In short, 
the first anniversary of the day when the law took 
full legal effect found most of its major objectives 
being met, and well on the way to accomplishing the 
remainder. 


Even the unions have benefitted. They find their 
treasuries stronger and their ranks undiminished 
or growing. Operating under Government rules 
turned out to be a good deal less burdensome than 
labor leaders predicted. And the prospect is that 
union policing in some form is here to stay. 


All this is in direct contradiction of dire forecasts 
of the law’s critics that it would accomplish noth- 
ing but bring chaos to American labor relations. 
The latter, instead, can be said to have improved. 
And while workers have come to enjoy a new free- 
dom from the roughshod tactics of the union bosses, 
employers for the first time since the rise of the 
New Deal now can challenge the “sign-or-else” at- 
titude of some of the labor bosses with a chance of 
making it stick. It seems that it is now dawning 


even upon labor that there can be no lasting labor 
peace, and thus no lasting prosperity, unless labor 
and managements are “getting along with each 
other.” The Taft-Hartley law has greatly aided in 
developing a genuine give and take attitude in labor- 
management negotiations. 


Those unwilling to credit the Act for the improve- 
ment in labor relations point out that the reduction 
in strikes and jurisdictional disputes was mainly 
the result of booming business and the short labor 
supply. They predict different results when the eco- 
nomic going gets rougher. This may well be so, and 
when the time comes, it will mean a real test, and 
quite likely a severe test, with true collective bar- 
gaining on trial—and with it the Taft-Hartley Act. 
It is to be hoped that organized labor, and particu- 
larly the union leaders, will then display the sense 
of responsibility needed to facilitate the adjustments 
that sooner later must be made. Should they attempt 
to use their monopolistic powers and insist on freez- 
ing wages at uneconomically high levels, they will 
not only deepen and prolong any forthcoming reces- 
sion but they may well thereby pronounce the death 
sentence for nation- or industry-wide bargaining. 

The union leaders of course will not cease to at- 
tack the Taft-Hartley law, for it deprived them of 
the freedom to do as they please and of the license 
to pit workers against employers by misrepresent- 
ing the latter’s attitude and taking refuge under the 
unfair labor practice provisions of the Wagner Act. 
Fortunately, the new law has already become a bal- 
anced law with the rank-and-file of the workers not 
unaware of the benefits that have accrued to them. 
Properly interpreted and enforced, it will prove the 
best protection of the collective bargaining process 
and a true help in promoting industrial peace. 
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BATTLE OVER FARM PRICE SUPPORTS?... Adminis- 
tration and legislative quarters are finally showing 
some concern over the mounting agitation against 
the present level of farm price supports. They are 
aware that the hard pressed public is thoroughly 
aroused over this “villain” in the cost of living pic- 
ture, and they can hardly feel comfortable over the 
prospect that support of the record 1948 crops may 
tie up anyhere from $1.5 to $2.5 billion in Treasury 
funds this year (on top of an already heavy bud- 
get), and that a goodly part of this money may be 
lost and thus will have to be made up by the tax- 
payers. 

Hence a bitter fight is shaping up over the future 
of the Government’s price support program; it may 
become one of the major headaches of the next Ad- 
ministration and Congress. For the first time there 
is talk about the need for revising support levels 
for the 1949 crop, under the recently re-enacted law 
fixed at the 90% of parity war-time levels. Whether 
the purpose is merely to pacify the voters, to soothe 
their ire before the elections, or whether it signifies 
a serious intention to move in the direction of a 
saner farm policy and above all do away with one of 
the foremost factors responsible for current high 
living costs, remains to be seen. The chances are 
that voters everywhere will follow developments 
with greatest interest. 

In anticipation of the congressional battle, one 
now hears—not unexpectedly—the usual apologia 
for our ill-conceived farm support policy, continua- 
tion of which at this moment is acting as an effec- 
tive cushion against more substantial downward 
revision of farm prices, and of living costs. They are 
not convincing. Were it not for the present rigidity 
in farm prices, chances would be far better for 
ironing out existing cost-price maladjustments with- 
out a serious setback in business activity. As it is, 
present support policy promises not only to be ex- 
tremely costly, but will aggravate and prolong the 
corrective process which the economy sooner or later 
will have to undergo. 

Proponents of the farm price support policy con- 
tend that any attempt to cut down farm prices now, 
without simultaneous price reduction for other 
things, would be the surest way to bring on a de- 
pression. This sort of reasoning is hardly tenable. 
On the contrary, if the decline in farm prices were 
permitted to go somewhat further, the general eco- 
nomic repercussions would be rather beneficial all 
around, provided no serious deterioration in farm 
income occurs. The latter is neither advocated, nor 
likely under today’s demand-supply conditions. 

If nothing is done next year about lowering of 
support levels, the chances are that the farm lobby 
will find it increasingly difficult, in subsequent years, 
to obtain continuation of the farmer’s preferred 
treatment in the economic picture. A costly price 
collapse in the future could easily lead to enforced 
withdrawal of all or most of Government help. 


THE SILVER LOBBY... Next to the farm lobby, the 
silver bloc traditionally has been one of the most 
successful seekers of special privilege at the public’s 
expense. Lately it has been cooking up a fantastic 
new monetary scheme that would raise the silver 
price nearly five times to $3.50 an ounce and would 
move the peg on gold from $35 to $56 an ounce. 


This is the gist of bills introduced in the closing 
days of the regular session of Congress, hardly 
noticed in the ensuing political confusion. 

The measures of course got nowhere but they serve 
notice that the silver bloc will renew next January 
its continual attempts to raise precious metal prices. 
Other provisions of the proposed legislation would 
call for the redemption of all paper money, on de- 
mand, in gold and silver coins; would establish bi- 
metallism at the ratio of sixteen to one, recall all 
silver coins and substitute a whole new series of 
“hard” money. 

Fortunately, enactment of any such scheme is 
hardly likely; it would involve a substantial devalu- 
ation of the dollar and thoroughly disrupt world 
currency relationships, apart from the damage it 
would do to our internal economy. Sponsors of the 
scheme doubtless would be satisfied with a com- 
promise for considerably less than demanded; even 
such a compromise can hardly be achieved. But at 
least in an academic fashion, the latest action of 
the silver bloc is bound to revive the controversy 
between hard money theories and managed cur- 
rency views. It also shows to what unsound length 
pressure groups will go, at the expense of the na- 
tion as a whole, in their search for special advan- 
tage. A resounding defeat of all such attempts is 
needed, and indicated. 


Linking the price boosts for silver and gold with 
hard money measures is of course designed to attract 
the backing of many conservatives who are on record 
as favoring renewed minting of gold coins and their 
free circulation. But this sop to hard money theorists 
deceives nobody; it does not cloak the primary pur- 
pose of obtaining another huge bonus at the tax- 
payers’ expense. 


SOVIET HOUSING ... The Soviet government’s latest 
decision to give citizens the legal right to buy or 
build private houses (they cannot own land, of 
course) strikes us as a strange departure from com- 
munist principles; a departure, however, forced by 
necessity rather than motivated by a desire to com- 
promise on principles. 

The lack of living quarters for workers has been 
long and widely criticized by the Soviet press; 
housing constitutes one of the worst shortage prob- 
lems in the Soviet Union despite official announce- 
ments of progress in new construction. The building 
program under the five-year plan has publicly been 
assailed as inefficient, with conditions particularly 
acute in the coal mining areas and certain indus- 
trial districts. And the housing problem is closely 
linked with another, no less serious—that of the 
large turnover of labor. Workers, dissatisfied with 
cramped quarters, have been deserting their jobs 
for others where housing conditions are better. 

All of which shows up the serious flaws of the 
current five-year plan. For the housing shortage is 
attributed not only to war destruction; but also to 
rapid industrialization and the diversion of mate- 
rials into war industries. The extent of dissatisfac- 
tion thereby created is eloquently demonstrated by 
the far-reaching step which the Soviet Government 
took to appease the housing grievances. How many 
workers will be able to take advantage of the new 
right to home ownership is another matter. 
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As 9 See Jt! 


By ROBERT GUISE 


ANOTHER FRENCH CRISIS 


Tre fall of the cabinet of Andre Marie just 
33 days after it had been precariously composed of 
Center groups, has precipitated the most severe and 
perhaps the most decisive of France’s many postwar 
political crises. It has brought the country to the 
brink of a new social conflict that holds a direct 
threat to the Republic. Involved, moreover, is not 
only the fateof French 
reconstruction but the 


pump, the beneficiary nations are expected to do 
the rest. This in effect the French socialists refused 
to do. And behind the wage dispute that formed 
part of the crisis was the Communists’ attack on the 
Marshall Plan, to support which they have been 
working long for a common front of French labor. 
Worse yet, failure of Reynaud’s reform program 
removes once more the 

hope for settling 





fate of the Marshall 
Plan and the effective- 
ness of the western 
stand against Russian 
encroachment. For by 
failure to solve the 
French problems, Mar- 
shall Plan recovery of 
the whole of Europe is 
retarded while Amer- 
ican - British - French 
unity against Soviet 
aggression is under- 
mined by the recurring 
curse of French insta- 
bility. 

As usual, the basic 
issue that led up to 
the latest crisis is eco- 
nomic. The French 
people are the victims 
of a severe inflation 
which can be cured 
only by drastic mone- 
tary and economic re- 
forms, meaning a grim 
austerity program 
similar to what the 
British are enduring. 
When Finance Min- 
ister Reynaud’s plan 
for this purpose was presented, the Socialists could 
not or would not take it; putting politics above 
statesmanship, they flatly refused to go along. 

What Reynaud sought to do was to discard some 
of the French socialistic practices with the hope 
of improving the economic lot of the people. It was 
to be a step away from planned economy and 
toward permitting freer markets. Despite the 
weight of the socialistic millstone dragging the 
French down, his program was regarded as heart- 
ening evidence of a slight change in economic direc- 
tion, motivated by the failure of the state planners 
to produce anything but shortages and crises. 

From the beginning, the Socialists were disturbed 
by Reynaud’s free enterprise views that denied their 
own tenets. But what he actually proposed was 
merely the type of self-help which the Marshall Plan 
countries are supposed to practice in behalf of their 
own recovery. While ERP is supposed to prime the 
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France’s economic 
problems without re- 
sort to extreme politi- 
cal measures. For it 
now begins to appear 
questionable whether 
any Government 
formed by the Center 
groups will be able to 
attain genuine author- 
ity or length of tenure. 
The National Assembly 
by a very narrow mar- 
gin approved the ap- 
pointment of former 
Premier Robert Schu- 
man as head of the 
new government but 
he must still win ap- 
proval for his cabinet 
and his specific pro- 
gram which according 
to reports will follow 
closely the ideas laid 
down by Reynaud. 

This will put the So- 
cialists in a difficult 
position; even if 
Premier Schuman 
succeeds in reforming 
the Center coalition, 
there is little hope that it will long endure. The 
alternative is a general election in which the right 
extremists under the Gaulle and the communists 
will try to defeat the middle-of-the-road parties. 
Unless the latter can stand together, the basis for 
French stability will disappear. 

Whatever combination may temporarily hold 
sway, the French people as a whole inevitably will 
tend to think more and more of the extreme left and 
right as a way out of their difficulties, and this is 
not a reassuring prospect. The only hope is that 
rather than strengthen either of these extremes, 
the politicians of the Center will rise above their 
differences, form a real working coalition and con- 
cern themselves foremost with the fundamental 
questions of French freedom and stability. Undoubt- 
edly they dislike risking their mandate in a general 
election, and this may help them make up their 
minds to hold together the (Please turn to page 612) 
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Market Outlook Into Final Quarter 


Settlement of the Berlin crisis may produce moderate extension of the pre-Labor Day 
rally but we can see no basis for sustained advance any time soon, since existing major 
uncertainties are hardly capable of quick solution. Though the market’s technical 
position is improved, we anticipate no more than trading range activity over the nearer 
term. Continuation of a cautious policy is recommended. 


By A. T. 


7, the major part of the last fortnightly 
period, the stock market continued its spiritless see- 
saw action, making little progress except in the rail 
sector. Better news concerning the Moscow-Berlin 
negotiations started a modest pre-Labor Day ad- 
vance with stocks on the average closing the week 
around the highest levels since mid-July. The im- 
provement while encouraging, was not particularly 
impressive ; though volume rose, there was no repeti- 
tion of million-share days nor anything else indica- 
tive of revival of general market interest. 

Better action of the rails undoubtedly helped the 
industrials, with the Dow Rail Average approaching 
within two points of the July 14 close, highest level 
since 1946. In doing so, the rails managed to over- 
come some resistance encountered around the pre- 
vious rally top of 61.50. Technicians argue that in 
perietrating this point, they improved the chance of 
an early test of the corresponding 186.09 level in the 


MILLER 


Industrial Average. We may or may not witness such 
a test in the nearby future; but to be successful, we 
think, would require a “break” in the news. This 
could come in the form of an announcement of the 
ending of the Berlin blockade, thought to be possible 
within the next week or so. 


International Situation A Major Factor 


There is ample proof that the uncertain interna- 
tional situation is a major retarding factor. Listless 
as the market has been, it remained strongly under 
the influence of happenings at Moscow and Berlin, 
improving or reacting with the tenor of the news 
reports. It is a factor that more than outweighed the 
market’s improved technical position, and it is a rea- 
sonable assumption that little in the way of a sus- 
tained trend or greater market activity is likely until 
the outcome of current negotiations is known. 
Though at best only a limited agree- 
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ment seems in prospect, there has been 
some short term buying based on the 
impression that settlement of the Berlin 
crisis is impending. Doubtless such 


10 buying anticipates at least a moderate 
300 further advance when such news actu- 
290 ally “breaks.” Longer term interest on 


the other hand, remains cautious and 
decidedly selective. 

The month of August proved duller 
260 marketwise that anything witnessed 
in the last twelve months. It was a 
period in which caution was the key- 
note for speculators and investors alike. 
The Berlin crisis, signs of some slow- 
ing in business, adoption of mild credit 
curbs and latterly the unusually hot 


240 


220 


sis: weather combined to keep interest at 
ae low ebb. However the July break and 
190 subsequent market dullness appears to 
180 have established a somewhat more solid 
170 basis, rendering the market less vulner- 


able to adverse developments and more 
responsive to good news. The very dull- 
150 ness recently points to an end of liqui- 
140 dation, barring a drastic worsening of 
30 surrounding market factors. The 
ground seems to have been laid for at 
least a moderate pre-election advance 
if nothing discomforting happens in 
the interim. 

There is of course the usual expecta- 
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tion of better markets and 
increased volume after 
Labor Day, though there 
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can be no guarantee of it. 
But technical evidence 





points in this direction. Our 
Market Support Indicator 
shows a modest widening of 
the demand-supply ‘gap 





with an uptrend of the sup- 
port line. Generally, the 
market seems to be in a 





stronger position, particu- | 
larly since it absorbed re- \ 
cently a good deal of defla- li! 
tion talk without further 
weakening. 

















It is hardly news that the 





postwar boom has become 
increasingly vulnerable; its 
crest is here, if it has not 
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already passed. But this in 








itself does not constitute in- 





controvertible proof of an 
immediate recession; pend- 











ing more concrete evidence 
that the boom is actually 








turning, the market is more 





likely to withold definite 
judgment. Still it is a situa- 











tion that may make for cau- 
tion, and possibly listless- 
ness, for quite some time; 
one that may limit any 
rallying tendencies’ that 
may develop over the near- 
er term. The market, in 
short, is apt to look behind 
the surface facts and may 
decide that there is nothing 
in the picture for the re- 
mainder of the year to re- 
move existing uncertainties, 
and that the outlook beyond 
the year-end is too difficult 
to figure. 

Deflation Need Not Be Bearish 


OOW-JONES RAILS 


It can be postulated that a partial and orderly 
deflation should be bullish for stocks, but the rub is 
that we may not have any such adjustment without a 
painful chain reaction that would deepen rather than 
lighten the concern about business. Hence despite 
favorable longer term implications of such a correc- 
tive process, the market’s immediate response may 
be far from constructive. 

Still it would be premature in such an event to look 
for a violent reaction. There has been long psycho- 
logical preparation for a business recession, when- 
ever it may come. Stocks have not participated to 
any great extent in the postwar inflation, nor have 
earnings and dividends been adequately discounted 
pricewise. On basis of cold logic, deflationary trends 
should make for selective markets rather than a sharp 
general downswing. Unfortunately the market 
doesn’t always follow logic; too often psychology is 
the more powerful factor, and temporarily at least 
it may bring about a bearish retreat on any evidence 
of declining business. 

_ Whatever the immediate outlook, whether deflation 
is just around the corner or will be once more delayed, 
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there is every indication that corporate earnings 
either have seen, or this year will see, their zenith 
and this prospect, together with other factors be- 
clouding the market picture, militates against any 
strong or sustained upward trend over the nearer 
term. This despite the fact that 1948 may see one of 
the largest crops of year-end extra dividends, nur- 
tured not only by high earnings but also by declining 
working capital needs and the more favorable tax 
structure for individuals. 

The anticipated dividend flood may have had some- 
thing to do with the absence of wholesale selling by 
investors during the July market scare. Whether it 
will prove more than a moderately bolstering market 
factor, remains to be seen. However it could, together 
with the expected seasonal autumn business pick-up, 
contribute to shoring up of wavering confidence, es- 
pecially if accompanied by a somewhat calmer atmo- 
sphere in international relations. 

The outcome of the Moscow talks may or may not 
clear the air; certainly there appears little likelihood 
of any basic or lasting improvement in the East-West 
situation any time soon. Similarly, business uncer- 
tainties are apt to remain with us for a considerable 
time despite the (Please turn to page 612) 
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—AS WE ENTER THE 
FOURTH QUARTER 







By E. A. KRAUSS 


a again, business sentiment has been 
suffering from one of those periodic waves of ap- 
prehension, if not pessimism, over the future course, 
that have characterized the later stages of the post- 
war boom. Coinciding as it did with the dog days, 
the gloom in some quarters was thick indeed, for a 
time at least. Unquestionably, under the surface 
of a broadly favorable general picture, some sort of 
economic attrition is steadily going on and defla- 
tionary indications are mounting. At the same time, 
the summer lull in trade is once more creating sea- 
sonal patterns which many confuse with funda- 
mental trends. 

The gloom recently shown has since given way 
to a more hopeful attitude, helped by a pickup in 
trade that shows signs of continuing, but a good 
deal of caution remains. Yet one cannot help think- 
ing that much of the current deflation talk is largely 
an echo of the anti-inflation drive that resulted in 
the hustling of a mildly deflationary program 
through the special session of Congress; of the price 
break of agricultural commodities in the face of 
bumper crops and sizeable surpluses, and of weak 
spots in certain fields such as textiles. Over the span 
of a year or more, weaknesses of the latter type 
have occurred in various soft goods lines, yet their 
effect on the general economy has been unimportant. 

Whether justified or not, the latest wave of ques- 
tioning of our economic foundations has probably 
served a useful purpose. It intensified caution where 
caution was in order, and it has tended to bring 
business appraisals into proper perspective, both as 
to favorable and unfavorable factors. Here it what 
we find. 

Business and industry, of course, is far from stag- 
nating, as some would have it. If it does, it is doing 
it at a very high level. On the industrial front, pro- 
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duction in many lines remains at peak, 
and.employment currently is at an all-time 


high of 61,615,000, or 300,000 more than 
in June. As a result, national income and [7 
consumer spending are expected to remain fF 


favorable at least for the remainder of the 
year. 

Specifically, industrial production con- 
tinued at a high rate in June and July 
with the Federal Reserve Board Index of 
industrial production in June standing at 
192 or close to the year’s high of 194 
established in February. Seasonal influ- 
ences, plant vacations, etc., but chiefly the 
lull in certain soft goods fields helped bring 
the July index figure down to 187, with a 
fairly good rebound in prospect in fall. 
However, output during these two months 
was moderately below the rate of the first 


quarter, as operations in basic industries were ham- 
pered by materials shortages; but manufacturers’ 
new orders, always a sensitive measure of general 
business sentiment, rose during June in a broad 
group of industries, altogether by about 7% after 
they had been drifting lower in the early months of 
the year. At the same time in recent weeks, the area 
of rising prices broadened and the pace of advance 
quickened with the outstanding exception of agricul- 
tural commodities. 


Signs of Slow-Down 


However, signs of a slowdown in the steady post- | 
war climb of industrial production are unmistak- 
able, signs that the boom is topping out in more 
and more fields though this must not be taken as 
harbingers of immediate recession. Thus for the 
first half, industrial output was higher than in the 
last half of 1947, but the rate of advance was prob- 
ably the slowest for any six months period since 
the postwar uptrend began, with fewer industries 
reporting a gain in output and with more reporting 
a slight downtrend. It is apparent that additional [ 
industries are being steadily added to the list of 
those which have worked off demand backlogs, 
though in some basic fields, unfilled orders are still 
large. A few have even staged a renewed upturn 
after experiencing earlier setbacks. Still and: all, 
during the second quarter, production of goods and 
services soared to a record annual rate of $248 bil- 
lion (compared with last year’s actual output of 
$204 billion), and while the increase reflects largely 
higher prices, it does indicate well maintained over- 
all high level business. 

The big price hikes around mid-year, in the wake 
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of third round wage boosts, introduced new ele- 
ments. They brought about a hesitation of consumer 
spending, though some of it doubtless also of a sea- 
sonal nature. For a time this was acutely felt by 
retail trade, already in the summer doldrums, deep- 
ening the gloom that began to pervade merchan- 
disers as sales started to slide. But retail business 
has picked up again, showing not only sizeable per- 
centage gains in dollar volume but for the first time 
in two years a rise in unit sales. This snapback, 
however, should not be construed as indicating that 
the public is paying present prices without serious 
opposition; rather it was the result of heavy pro- 
motion and cuts in established mark-ups in many 
lines, and the public has responded to these incen- 
tives in encouraging fashion. Durable goods sales 
largely accounted for the overall 5% gain in unit 
sales; it is also estimated that some 15% to 20% 
of total sales volume is offered as promotion leaders 
or as mark-down merchandise. 


Inflation Still Running Strong 


There is another side to the mid-year price hikes. 
The big price rises in basic materials and manufac- 
tured goods—in the face of the anti-inflation drive— 
clearly indicated that industry was convinced of the 
futility of its hold-the-line efforts, but also of its 
belief that demand will hold up despite higher 
prices. In doing so, it obviously aligned themselves 
with those prognosticators (and they are still in 
the majority) who foresee continued high level eco- 
nomic activity and further mild inflation well into 
next year, who feel that the artificial props sup- 
porting our boom such as ERP, rearmament, tax 
cuts, latest wage increases, are sufficient for steady 
demand at higher prices. That sort of reasoning, 
despite numerous cross currents creeping into the 
business picture, is difficult to disprove. No signs of 
a letdown are evident or foreseeable in such major 
industries as steel, automobiles, aluminum, heavy 
electrical, rail and farm equipment, building ma- 
terials and others, and sustained activity in these 
fields should go far towards assuring satisfactory 
overall business conditions. 

Steel remains the major bottleneck with no signs of 
early relief. Indicative of the 
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fears of lagging sales, leading to authoritative pre- 
dictions of continued high output, though below last 
year’s abnormal peak. 

Of course not all industries are equally favor- 
ably situated. In most soft goods, particularly in 
apparel and shoes, in small home appliances, in lux- 
ury goods, in fact in all those fields where buyers’ 
markets and real competition have returned, it will 
be difficult to pass on higher costs of labor, of ma- 
terials, of freight, and still maintain a sales volume 
approaching that of recent years. Companies in 





strength of automobile de- 
mand is the fact that new 
car orders on July 1 were 
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11% higher than on January |**°[ | Po 
1, totalling some 7.3 million = | 
units. It means that the auto- = | 
mobile shortage and newcar J*°> [| 
demand is so great that it L | 
will take the industry 26 L 
months to make enough cars 160 
to take care of unfilled or- 
ders alone. 








Other Strong Spots 


Heavy electrical equipment 
manufacturers are booked 
ahead into 1951. Farm and 
railroad equipment makers 
are operating at as high a ” 
rate as feasible under pre- 
vailing steel shortages. De- 
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these fields face either lower unit sales or squeezed 
profits, but in either case, any decline would start 
from a fairly high level. 

Thus we may well witness deepening cross cur- 
rents in business, though without any marked de- 
terioration of the overall economic situation in the 
months ahead. Government economists expect no 
interruption of the boom at least until some time 
next year. They look for the pattern of the last 
seven months to continue, with occasional weak- 
nesses in some areas largely offset by powerful 
overall demand that will keep considerable pressure 
on prices. This forecast is made with full recogni- 
tion of the fact that the economy is getting increas- 
ingly tauter, that there are fewer unsatisfied de- 
mands and that the boom is getting along in age. 

As to price trends, we find ourselves in the para- 
doxical situation where everybody clamors for a 
substantial adjustment, but where most everybody 
shivers at the prospect of deflation that would in- 
evitably follow. Labor demands constantly higher 
wages while protesting the high prices of its pro- 
duction. Manufacturers object to the high wage 
levels required to.sustain the demand for their goods 
at current prices. Perhaps most of all, politicians 
are afraid to turn the boom, hence the extremely 
mild anti-inflation measures ratified by Congress. 
So far neither political party has given evidence 
of willingness to tackle the inflation problem in 
earnest. In default of such action, prices will con- 
tinue to be determined by supply and demand and 
for the time being at least, this means continued 
inflation. 

This can hardly imply, however, anything like a 
uniform price front. Here too, cross currents are 
numerous even outside the general field of farm 
commodities. Price softness has occurred in various 
categories, chiefly of the consumption goods type, 
while metal prices have been rising. Downtrends 
have been notable in textiles, vegetable oils, paint 
materials, hides, leather, even in fuel oil—only re- 
cently an outstanding scarcity item. These down- 
trends in every case reflect a weakening of the de- 
mand-supply picture. Steel items, hardware, etc., on 
the other hand continued their uptrend. 


There are several factors at work towards sta- 
bilization of price levels, if not lower prices. An 
increasingly prominent feature is the clarifying 
prospect of generally excellent crops and the accom- 
panying weakness of some farm products. Exports 
have been lagging and imports rising. Higher in- 
terest rates and restoration of consumer credit fun- 
damentally have deflationary connotations, and there 
has been a much discussed shrinkage of individual 
savings deposits. Business failures have been on the 
increase and there has been a decline in industrial 
building though home building, on the other hand, is 
stronger than ever despite high building costs. 


Will Combined Impacts Bring a Turn? 


Yet it is questionable whether these factors will 
be strong enough to force a turn-about; some can 
be interfered with by political moves and others are 
at best slow working. Bumper crops, at least until 
the election, will probably not be allowed to produce 
sharp price declines. Any illusion in this respect is 
doomed by Administration plans to use ERP and 
other foreign aid programs to the hilt as a means of 
keeping grain prices fairly high. And the asinine 
farm price support policy in itself limits the po- 
tential impact of bountiful harvests on prices. 

Exports henceforth will feel the bolstering effect 
of stepped-up ERP shipments. Rising imports, if 
the uptrend continues, will be deflationary but the 
overall effect on that score is easily overrated. It 
must be noted, however, that foreign price compe- 
tition is mounting and ultimately could ease price 
pressure on certain domestic markets. 

Restoration of consumer credit control, not as 
tight as the former Regulation W and more lenient 
than most trade quarter expected, conceivably could 
hurt some businesses, notably luxury goods and 
higher priced appliances, but the extent of its effec- 
tiveness is still to be seen. Higher interest rates so 
far proved no great deterrent to business loans 
which latterly have been rising strongly. Only more 
drastic steps in the field of credit curbs would prom- 
ise real results, and authorities at present are loath 
to go to such lengths. They are unwilling to take 

the risk of “killing” the boom. 
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As to shrinkage of savings, this is 
primarily due to consumer purchases of 
a durables goods such as automobiles, 
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savings rather than necessity under the 
strain of high living costs. Most of these 
“dissavers”, the Federal Reserve Board 
in a recent analysis pointed out, were 
not in adverse circumstances and did 








not have unbalanced budgets solely be- 
cause of higher living expenses. In most 








cases the excess of expenditures over in- 
| 45 come reflected the use of past savings 
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while an important factor, is not found 





to have been a primary form of “dis- 
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The fact remains that consumers are 
still quite flush, particularly the farmer, 
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the industrial worker and all those 


si whose incomes (Please turn to page 605) 
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being maintained in the 
third quarter, and ap- 
parently will hold 
through the fourth 
quarter and into early 
1949 at least. So long as 
total national income 
and its principal com- 
ponents continue to 





By JOHN D. C. WELDON 


be wo different types of analysis seem 
called for in appraising the position and outlook 
for industry at this time, since the overall records 
of business continue so favorably, yet increasingly 
divergent trends are developing among individual 
companies. Analysis, first, of the broad factors 
affecting business generally will show the situation 
as a whole and provide a background against which, 
in the second analysis, the performance of particu- 
lar companies may be fairly measured. 

The tremendous production of goods that has 
taken place, during the three years since the end of 
the war, despite the delays due to reconversion dif- 
ficulties and to strikes, has in many lines of busi- 
ness practically caught up with the huge deferred 
demand—at least with the most urgent demands— 
thereby bringing about a return to more competi- 
tive conditions and requiring more careful discrim- 
ination on the part of investors. 

The general position of industry which must be 
kept in mind may be summarized, in this case, very 
briefly. It is one of continued record volume of 
sales, rising costs compensated for by increased sell- 
ing prices, high earnings, good and increasing divi- 
dends, and further additions to working capital and 
shareholders’ equity through retained income plus 
some new capital issuance of new capital stock. 

There has, in fact, been little change in these 
trends since the latter part of 1946. During the 
current year, the pattern of the first six months is 
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climb slowly above their 
already high levels, it is 
almost unthinkable that 
any overnight collapse 
could occur in manufac- 
turning, trade, transportation, and the other major 
branches of our economy. 

The high-volume operations and good earnings 
referred to above have been reflected in a continu- 
ing growth in working capital of American busi- 
ness. Recently published estimates computed by the 
Securities & Exchange Commission place the total 
working capital of all U. S. corporations, excluding 
banks and insurance, on March 31, 1948 at $62.4 
billion. This compares with the year-end totals in 
1947 of $60.9 billion, 1945 of $51.8 billion, and 1939 
of $24.5 hillion, as shown in the accompanying chart. 


A Recent Sampling 


More recent figures for a representative sampling 
of 30 industrial companies are summarized in the 
smaller table accompanying this study, giving com- 
parisons of June 30, 1948 with December 31, 1947, 
and including also the fixed assets and long-term 
debt. This is based upon the full-page tabulation 
also given, which shows the details by individual 
companies. Unfortunately only a limited number of 
companies issue mid-year balance sheets, and our 
tabulation therefore does not include many of the 
largest companies in various industries, such as 
General Electric, General Motors, Standard Oil of 
N. J., and U. S. Steel. 

From the smaller table, it will be seen that hold- 
ings of cash, plus marketable securities which are 
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considered a secondary cash reserve, were well main- 
tained, with about two out of every three com- 
panies showing an increase, and the combined total 
up two per cent. 

There were further moderate increases in re- 
ceivables and inventories, accompanying the expan- 
sion in volume of dollar sales. In all three items, 
however, the increases this year resulted primarily 


























Changes in Balance Sheet Condition of 
30 Industrial Companies 
(In Millions of Dollars) 
Dec. 31, June 30, ——Change 

ASSETS 1947 1948 Amount y, 
Cash .. $ 516.1 $ 474.4 —$ 41.7 — 8 
Marketable securities ....... 198.9 254.1 + 55.2 +28 

Subtotal . un $ 715.0 $ 728.5 +$ 13.5 + 2 
Receivables 0... 435.8 482.6 + 468 +11 
Inventories... 93S 975.1 + 61.5 +7 

Total current assets... $2,064.4 $2,186.2 +$121.8 + 6 
Net property . 1,467.0 1,571.9 + 104.9 5 an / 
Other assets . 873.7 937.9 + 64.2 + 7 

Total assets .... . $4,405.1 $4,696.0 +$290.9 + 7 
LIABILITIES & CAPITAL 
Current liabilities 0000... 547.2 563.5 + 163 + 3 
Long-term debt 0. = 3309.2 306.3 — 29 — | 
Capital stock 00. 1,390.3 1,408.6 + 18.3 | 
Working capital, or net 

current assets ... 1,517.2 1,622.7 + 105.5 + 7 
Curreet sotio qe 3.77 3.88 
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from higher prices, rather than from an increase 
in physical volume. Such gains based upon price 
inflation are, in a sense, illusory since they do not 
signify corresponding gains either in the supply of 
available goods or in the employment needed to pro- 
duce them. 

In addition to the funds absorbed by carrying 
larger receivables and inventories, there was an 
approximately equal amount invested in new or 
expanded plant and equipment. The half year’s in- 
crease was 7%. 


Expanding Net Property Account 


Despite the fact that many companies virtually 
completed their postwar programs of plant mod- 
ernization and extension by the end of last year, 
and that some other companies have deferred 
further work because of high costs of construction 
and equipment, it is interesting to find that of the 
30 companies analyzed, 24 had an increase (after 
charging off accrued depreciation) in net property 
account in the first half year, 2 were unchanged, 
and only 4 showed a decrease. 

The increase in “other assets” represented invest- 
ments in or advances to other companies, or miscel- 
laneous assets of a non-current nature, all of which 
absorbed funds. 

It is a favorable sign that these heavy drafts 
upon funds for various assets were financed in 
almost every case without impairment of working 
capital. The increase in current liabilities, including 
short-term loans, accounts payable, accrued ex- 
penses, and tax reserves, was practically offset by 
the increase in holdings of cash and marketable 
securities. Most of the expansion was paid for from 
retained earnings. There were improvements not 
only in the amount of working capital, but also in 
the ratio of current assets to current liabilities. 

This lack of new borrowing in the half-year 
period, however, should not be interpreted as mini- 
mizing the part that credit expansion has played 
since the war, and is still playing, in sustaining and 
even increasing the high-volume operations of busi- 
ness. Loans to well-known manufacturing companies 
such as those here analyzed constitute only a small 
part of the total picture. A great deal of bank 
credit and commercial credit has been created in 
financing sales to wholesalers, retailers, and the 
public, and this credit serves to finance the manu- 
facturers indirectly. 

In the three years since VJ-day, or from August 
15, 1945 to August 18, 1948, total loans of the 
weekly reporting members banks have risen from 
approximately $13.0 billion to $24.3 billion, an in- 
crease of $11.3 billion. There was a $3 billion de- 
crease in loans secured by U. S. Government, etc., 
but increases of $9 billion in commercial, industrial 
and agricultural loans, $3 billion in real estate loans, 
and $2 billion in loans to banks and others. 

Even these figures of the reporting banks, which 
represent about two-thirds of the total commercial 
banking resources, do not reveal the full extent of 
the credit expansion (exclusive of trade credit) 
that has taken place, since they do not cover the 
most active lenders in the field where the sharpest 
expansion has taken place—real estate mortgages. 
These are the insurance companies, savings banks, 
and building and loan associations, which have as- 
sisted in financing the (Please turn to page 610) 
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Comparative Balance Sheet ltems of 30 Selected Companies 
— —$ Million -—— -§ Million— : 
Marketabla Net Working Current Long Term Total 
Cash Securities Receivables Inventories Property Capital Ratio Debt Capital Assets 
Alpha Portland Cement 
I osc nach onseshncausa ventinéseacassstecesed $ 2.0 $ 3.0 $ 1.5 $ 2.5 $11.4 $ 8.2 | ie $15.4 $22.7 
I Ge WI cc scpscssscesccenstsnseneesencasesases 2.6 4.9 6 1.6 10.5 8.9 7 (aeanas 15.4 21.3 
American Locomotive 
June 30, 1948 7.5 1 16.3 32.8 29.2 39.4 3.3 $12.5 21.7 92.5 
December 31, 7.4 1 13.1 35.5 30.5 39.7 3.3 16.9 21.7 92.3 
American Machine & Foundry 
June 30, 1948..... a uehennecednsdnesctcesesays 2.9 3.5 3.1 2.9 4.4 12.7 3.5 1.0 15.2 28.3 
December 31, 1947. Daves ncctuda cadatancendadiedds tdee 3.2 2.1 3.2 8.4 4.1 12.6 3.6 1.0 15.2 27.7 
American Woolen 
June 30, 1948.. Racks pile saddeeam tous cus ccsenes 9.6 oJ 22.9 66.4 28.9 59.5 2.5 8 49.9 130.2 
December 31, 1947. eauddvancceaieapitevenssctdasesce 11.2 ol 18.0 58.5 27.6 59.5 3.0 8 49.9 117.6 
Bigelow-Sanford 
July 3, 1948.. 5 Nausedauesnaebuncuanteaeeres 5.4 8.9 21.4 7.8 26.0 3.6 5.0 18.2 45.8 
December 31, "1947. caapeeaishaheswiaasaccensve 6.5 7.0 17.0 7.3 24.8 5.3 5.0 18.1 40.0 
Bliss, E. W. 
MN UNIEE WMI oy ardireah can kntsst atta soa ubenaeraiavdanderreees 3.9 6 2.3 7.2 3.7 11.4 5.2 1.5 3 18.1 
RI Ug. CII ods essen assveiwanasudarisvansacnanen 4.8 ine 3.1 7.1 4.6 10.3 3.2 2.5 3 20.3 
Borg-Warner 
June 30, 1948....... 24.9 15.1 30.7 46.9 33.5 78.3 MR 30.5 156.7 
December 31, 1947 Picudeondovepcepoxencncdiencd 44.7 of 25.0 46.3 30.5 71.4 2 ae 31.9 151.4 
Bullard Co. 
EN ooo ad xe, cee pececedey cay sakuchencdnnavess 1.0 -2 9 4.2 3.7 5.2 4.7 5 1.0 10.5 
December 31, 1947 1.0 2 7 3.9 3.7 5.2 4.6 6 1.0 10.5 
Babcock & Wilcox 
NETO visa 6's css niwdecdieedscndaniveinissaterse 8.9 1.8 14.6 21.2 12.2 33.5 y | er 27.0 67.5 
NE MG NI von sca savavvisesteedavesudonswnesavens 6.3 4.3 15.0 23.1 11.4 30.8 Lo mere oe 27.0 64.0 
Container Corporation 
I I is soss tie o's ul. duc cod sac bbuavcasaxiewsecenies 13.7 ol 6.1 9.0 30.7 20.5 O_o 29.8 64.1 
NY Ge WO oxcasnseiscvnssccnssssanicenacescansts 6.5 of 6.2 9.3 27.8 17.2 Be 8 Reena 29.8 58.6 
Continental Motors 
MTU MR sca censisxecdscsavocdsissindsdnodedasdgtsevacs A ures 8.4 12.2 10.3 15.2 2.0 8.6 3.0 43.5 
MONE RR Gs suse us eup ceva sscavpshtssensacaracecss 3.4 o2 5.5 14.3 10.0 15.1 1.8 9.6 3.0 46.7 
Clark Equipmert 
June 3C, 1948....... ; 5.4 5.0 12.0 6.6 15.1 3.0 1.6 11.9 29.1 
December 31. 1947. : 4.1 4.4 11.7 6.2 13.6 3.0 1.7 11.9 26.6 
Continental Baking 
MIND MINIT 5 cary c5.00.cesc pe arvncccenactankaxdaccs sens 7.8 1.8 9.5 33.9 10.8 2.3 14.9 25.1 59.4 
PRI Ey COE coi cc ciccsscccrcasnasetsciccsconsecenses 7.1 2.4 10.2 32.0 10.5 2.1 15.3 25.1 58.6 
Du Pont 
UI Bc We occ ccc asc ods cccccedccencsse 131.5 48.0 67.9 145.5 393.2 333.9 Ge  ‘stscus 492.0 1,503.1 
December 31, 1947..... 150.5 51.6 68.0 142.5 340.7 326.4 4.8 eee 491.3 1,438.1 
Goodrich, B. F. 
June 30, 1948..... wrens Sucttihvideeututus cantatas 20.7 4 56.8 98.5 76.5 140.9 5.0 43.2 85.5 257.8 
IMIR Ug OUND 5 5.<5.05. ce vacaccdpaseocisvesectanedanes 23.1 ane 48.1 83.4 72.3 124.6 5.0 45.0 85.5 243.2 
Goodyear Tire & Rubber 
June 30, 1948 ppacauawnidascaudeenswanseusdetengice 28.6 35.0 77.2 160.2 117.3 249.6 LM 100.0 70.3 423.3 
December 31, 1947. SEU b ed Raa dads pene taes Caxton 63.4 14.9 63.7 149.3 111.5 243.0 6.0 100.0 70.5 407.8 
Interchemical Corp. 
June 30, 1948.. er vtaaeuaude vcucesanakaviakeea sasnce 4.2 A 7.0 13.2 10.8 18.1 3.8 4.5 11.5 37.1 
December 31, 1947. 4 Diss 3.3 3 7.1 13.9 10.2 16.7 3.1 2.9 11.5 36.2 
Hercules Powder 
June 30, 1948.... 21.5 9.7 17.9 34.9 33.6 a 25.0 85.4 
December 31, 1947 a ere 9.4 18.2 34.8 30.2 - a 26.5 80.7 
International Nickel 
June 30, 1948.... 29.8 71.7 14.4 59.7 123.4 149.9 | ee 88.3 319.3 
December 31, 1947 25.7 71.0 16.4 53.9 120.9 140.1 7 er ne 88.3 309.8 
Lukens Steel 
July 10, 1948... ou 1.2 2.0 3.7 9.6 9.7 8.3 2.0 1.1 3.2 27.6 
November 1, 1947 =e 06060CO Chau 3.4 8.4 9.7 7.1 , | ee 3.2 23.3 
Link-Belt 
June 30, 1948...... : 12.7 3.2 9.8 15.0 14.7 25.5 2.6 15.4 56.3 
December 31, 1947... 9.6 3 9.9 15.9 14.0 22.6 2.7 15.4 50.3 
Merck & Co. 
June 30, 1948........ y rece. 5.9 19.8 23.1 22.8 2.2 3.0 13.1 57.1 
December 31, 1947.. ee 6.0 16.8 19.9 22.8 3.8 3.0 13.1 51.7 
Mohawk Carpet 
I I ond isos y ccd ccevieccevedceuseriasesees 2.1 2.9 4.0 13.9 6.5 16.4 3.5 10.6 30.6 
December 31, 1947 Gt #88 “Késees 2.8 12.4 5.5 15.8 ry casaaes 10.6 28.0 
Monsanto Chemical 
June 30, 1948...... 12.9 10.2 17.7 29.2 95.9 46.0 2.9 30.5 54.5 225.0 
December 31, 1947 i Oe 18.6 27.1 83.9 338.7 2.8 30.0 30.4 153.1 
Studebaker 
June 30, 1948....... 31.1 10.0 4.3 35.4 31.3 39.9 1.8 16.5 2.4 118.7 
I i ooo Cine ccnssvacestasccunacvocodscces 26.6 5.0 4.1 31.5 26.9 35.0 1.9 14.0 2.3 100.7 
St. Joseph Lead 
June 30, 1948........ 8.6 10.0 7.0 6.7 12.0 23.8 .? ee 19.7 58.3 
December 31, 1947.. 7.1 10.0 3.8 6.8 11.7 21.5 3.3 19.7 55.5 
Tide Water Seeeeed Oil 
June 30, 1948.. kncesinamupayectisicwsacacasavedens 21.0 2.1 25.5 48.8 156.7 61.7 2.6 1.5 83.0 272.3 
December 31, 1947. inca case Wessaaatyccvaces 17.2 1.8 26.5 46.3 153.0 55.5 2.3 6.3 86.6 262.8 
Union Oil 
June 30, 1948.. 25.5 2.4 24.0 28.7 183.9 52.6 2.9 54.6 141.1 286.5 
December 31, 1947. PesironwewreccewmiNurascacsaqucsveccdne 25.3 2.4 20.9 22.1 178.4 46.1 2.9 54.6 141.1 271.8 
U. S. Gypsum 
MIE MI oS ccacii ccs suocs sa tausdupsveneabaceseces 13.8 31.6 15.1 12.9 62.1 52.6 Se leas 39.8 146.1 
I Gg CO eaves ies scicssccccsscetsavecenesazeees , 6.9 30.5 12.3 10.9 63.6 44.5 - ee 39.8 132.5 
U. S. Hoffman 
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INTENSIFIED 
INDUSTRIAL 


CONCENTRATION 


— THE TREND TOWARD BIGNESS 


CONTINUES 





By WARD GATES 


Ve usiness booms are traditionally 
accompanied by an intensification of the merger 
movement, and the present postwar boom is no ex- 
ception. There has been a sharp rise in mergers and 
acquisitions during the last three years, and in this 
respect the present trend followed closely the pat- 
tern established after World War I. Immediately 
after both wars, merger activity increased substan- 
tially though it was never completely interrupted 
even during the war years. 

The history of business combinations may be di- 
vided roughly into three periods: (1) From the late 
Eighties until the enactment of the Sherman Anti- 
Trust Act in 1890, when combinations were chiefly 
of the “trust” type with the stifling of competition 
the primary object in most cases. 

(2) From 1895 to the depression of 1903 when 
most of the combinations formed were either trusts, 
mergers, consolidations or holding companies, with 
the chief purpose either the elimination of com- 
petition or reduction of competition, or the accom- 
plishment of production economies through large- 
scale operations. 

(3) The post-World War I period of the Twenties 
when business operations grew enormously. This 
movement extended to the early part of 1921, until 
it was interrupted by the postwar depression. Again 
in the middle Twenties, when prosperous conditions 


578 


had returned, the trend 
took on new force, reaching 
all-time heights in 1928 and 
1929. The purposes of com- 
bination in this period were 
manifold, but chiefly at- 
tempts to gain from large 
scale production, to assure 
raw or semi-finished mate- 
rials at controllable prices, 
or to obtain the advantages 
of large-scale financing. In 
many cases, too, combina- 
tions were formed to effect 
economies in distribution, a 
vital problem that often 
proved for more difficult 
than that of production. 


This third period may be 
said to have ended with the 
depression of the early 
Thirties. In much the same 
manner, merger activity 
turned sharply upward 
with the end of World War 
II, heralding the beginning 
of a fourth period, and has 
continued at a relatively 
high level through 1947. In 
fact during the final quar- 
ter of that year, more 
mergers and acquisitions 
were reported than in any 
fourth quarter — with the 
single exception of 1945— 
since 1930. 


The war contributed 
powerfully to the trend of 
industrial concentration. 
Government purchases and 
Government financing of 
productive facilities were 
channeled predominantly into the hands of corpo- 
rations already occupying leading positions, while 
high surplus profits, both during and after the war, 
provided funds for additional wartime and postwar 
expansion through acquisition of competitive or re- 
lated enterprises. Thus if in earlier periods, high 
corporate profits have fed the merger movement, 
this is no less true at the present time. Not only do 
surplus profits provide the financial wherewithal 
with which to effect mergers, but they exert a pow- 
erful pressure on business to expand, both internally 
by building new plant and equipment, and external- 
ly by absorbing existing concerns. Thus according to 
a recent report of the Federal Trade Commission, 
no less than 2,450 manufacturing and mining com- 
panies have lost their independence through mergers 
since 1940, and these firms held assets aggregating 
some $5.2 billion or more than 5% of the total assets 
of all manufacturing corporations in the country. 


Broad Sweep of New Merger Movement 


The latest merger movement has extended to 
virtually all phases of manufacturing and mining 
but according to the FTC has been most conspicuous 
in such industries as food and beverages, textiles 
and apparel, and chemicals (including drugs). To- 
gether, these three groups accounted for over one- 
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third of the totol number of acquisitions since 1940. 
Most of the mergers occurring between 1941 and 
1945 involved non-durable goods industries but since 
VJ-Day, an increasing number were reported in 
durable goods industries and there has been a sharp 
increase in the number of small firms absorbed by 
larger ones. 


Other industries in which numerous acquisitions 
took place included machinery, petroleum and trans- 
portation equipment. In the aggregate, the six in- 
dustrial groups mentioned above accounted for near- 
ly three-fifths of all the mergers and acquisitions 
for the entire 1940-47 period, the FTC states. It 
adds that this new wave which set in as the war drew 
to a close, has been superimposed upon an already 
high plateau of industrial concentration prevailing 
in this country. 

The importance of external expansion in promot- 
ing corporate bigness and reducing the role of small 
business is clearly revealed by the postwar merger 
movement. Several of the traditionally ‘small busi- 
ness” industries have been significantly affected. The 
two leading industries, in terms of recent mergers, 
have been textiles and apparel as well as food and 
kindred products—all predominantly small business 
fields. In certain other small business industries such 
as steel drums, cooperage and wines, virtually all or 
a substantial part of the industry has been taken 
over by big corporations. Moreover, the outstanding 
characteristic of the recent merger movement has 
been that of large corporations buying out small 
companies. Nearly one-third of the companies 
merged since 1940 have been absorbed by corpora- 
tions with assets exceeding $50 million. Another 40% 
by corporations with assets of $5 million to $49 mil- 
lion. Thus over 70% of merged concerns were ab- 
sorbed by larger corporations; smaller firms, those 
with less than $1 million assets, made only 11% of 
the acquisitions since 1940. 

In further illumination of this trend of absorption 
of smaller by larger firms, the FTC states that fully 
93% of all the firms bought out since 1940 held assets 
of less than $5 million, and 71% had less than $1 mil- 
lion assets. Only 4% had assets of over $10 million. 


Three Types of Combinations 


Combinations,no matter what form they take, 
may be one of three types traditionally designated 
as “horizontal,” “vertical,” or “circular or conglom- 
erate.” Horizontal acquisitions are those in roughly 
similar lines of production; thus a cement manu- 
facturing concern might absorb another cement 
plant. Vertical combinations are those wherein the 
various units are in different stages or planes of 
production, representing a movement either back- 
ward or forward in the production process. Thus an 
automobile manufacturer might also acquire a steel 
mill, a glass factory or an upholstering plant. Cir- 
cular or conglomerate acquisitions have no dis- 
cernible relationship with the merging firm except 
that the products of both are marketed through the 
same channels. The term “integration” is frequently 
applied to the first two types; the third type is often 
called “diversification.” 

A break-down of the 2,450 mergers and acquisi- 
tions which took place during 1940-47 shows, ac- 
cording to the FTC, that over 60% were of the hori- 
zontal type. Approximately one-fifth were circular 
or conglomerate acquisitions, and the balance was 
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of the vertical type. In the latter group, the “baek- 
ward” type predominated, reflecting efforts of many 
fabricators to gain control of critical materials, 
components, parts, etc. On the other hand, a num- 
ber of important basic materials producers reached 
forward into the production process to take over 
fabricators. 


‘Horizontal’ Acquisitions Predominating 


However, horizontal acquisitions presented the 
most important type of merger activity in each of 
the major manufacturing and mining groups, rang- 
ing from nearly 90% of the total in mining to 
slightly less than 50% in primary metals. Circular 
acquisitions were also widespread and particularly 
prominent in such industries as beverages, non-elec- 
trical machinery, fabricated metals, transportation 
equipment (including aircraft), and drugs and 
medicines. 


Outstanding recent examples of horizontal 
mergers combining direct competitors have involved 
such products as wallpaper, canned milk, wooden con- 
tainers, slide fasteners, oxygen and acetylene gases, 
paints, and numerous others. They also involved 
combinations of producers of “substitute” products 
such as the absorption of fibre can producers by tin 
can manufacturers. A third type has taken the form 
of the acquisition of a larger number of independent 
small businesses engaged in essentially local market 
operations, as in dairy products and baking. Gen- 
erally these have been referred to as “chain” acquisi- 
tions. 


‘‘Vertical’’ Combinations 


As an example of “forward” vertical acquisitions, 
the FTC report mentions the movement of large 
steel producers into various fabricating fields. The 
“backward” acquisition of basic materials producers, 
the Commission asserts ,has had the effect of “dry- 
ing up” of supplies of materials, components, etc. 
available for small business. It cites as outstanding 
examples thereof the purchases by machinery manu- 
facturers of tool and die shops, of metal stamping 
and screw machine products plants; the acquisitions 
of producers of pulp and ownership of timber land 
by large paper companies; and the purchase of a 
wide variety of manufacturing enterprises, includ- 
ing meat packers, cheese factories, etc. by chain 
stores. 


In the textile industry acquisitions have moved 
both ways; thus manufacturers of grey goods have 
expanded “forward” into finishing operations while 
on the other hand the various factors including con- 
verters, wholesalers, etc. have moved “backward” in- 
to the grey goods field. And as example of the ex- 
tremes to which circular or conglomerate acquisi- 
tions have gone, the FTC points out that aircraft 
producers have acquired firms producing such 
widely diversified products as movie equipment, 
radios, agricultural implements and burial caskets, 
while drug firms have expanded into such fields as 
baby foods, baking mixes, waxes and polishes, dyes, 
paints and insecticides. 

Without question, the latest merger wave will 
further and perhaps greatly heighten the degree of 
prewar concentration in the economy as a whole 
and in manufacturing (Please turn to page 606) 
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MOVE FOR INDUSTRY DISPERSAL 


By E. K. T. 


LATEST federal bureau to add to its suggestion that in- 
dustry disperse—get out of the larger, coastal areas 
which could be first targets in atomic warfare—has 
come from the Federal Works Agency. The Atomic 
Energy Commission first sounded the warning. Fol- 





WASHINGTON SEES: 


A passport to business no longer is a mere fig- 
ure of speech. It has become a literal reality—one 
not always easy of attainment. 


The passport referred to is the formal document 
issued by the State Department, with seals, ribbons 
and what sometimes passes for a photograph of the 
bearer. The State Department formerly issued them 
almost as a matter of course, requiring little more 
than identification and a relatively clear criminal 
record. The additional, new, requirement is that the 
contemplated trip be in the interest of the United 
States. And Secretary Marshall's office is the final 
nae of that; his staff doesn't regard scouting for 

usiness, immediate or potential, always to fill the 
bill. Every discouragement is being given appli- 
cants who already are discouraged enough by the 
facts of the monetary situation, with conversion to 
United States dollars possible only in the case of 
production abroad — not merely production for 
sale in the ECA-beneficiary countries. 


Business and industry already have had some 
set-tos with the State Department. No succes. Con- 
gress will be asked to declare a more liberal policy 
for the State Department guidance. 


While one of the first, it is by no means to be 
only suggestion by business and industry that con- 
gress “run interference” for the ball carriers of 
enterprise, against the blockers in government 
agencies. Suggestions will be numerous; opinion is 
growing that the next congress will be “business- 


minded.” 
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lowing soon was the National Resources Security 
Board. Underground installations are not a final 
answer, cautions FWA. Suggested is creation of cen- 
ters of not more than 50,000 population, either from 
their beginning or by development of many rural 
communities. Held out is this bait: The Federal Gov- 
ernment has an obvious interest and should be ready 
to lend financial assistance. 


CONGRESS will be asked at its next session to make 
the small business unit of the Department of Justice 
one of its major components. Groundwork for such a 
demand was laid here at a recent conference called by 
Attorney General Tom C. Clark and given a non-par- 
tisan coloration by the appearance of senators and 
representatives of both parties who have authored 
bills for small business or headed congressional com- 
mittees studying their problems. Following so soon 
after Federal Trade Commission’s release of a report 
on mergers in business—an obvious drive against 
“bigness.” 


IMPONDERABLE on the Washington scene is the effect 
of the spy hunt by the republican-controlled Thomas 
Committee. Simple fact of the matter is that the evi- 
dence turned out by a committee which has no prose- 
cuting functions was known several years ago to those 
who have that function—the Department of Justice 
and the police departments. President Truman’s “red 
herring” charge has boomeranged, however, from a 
political standpoint. It was “news” to most of the pub- 
lic; if it isn’t, they’re asking, why wasn’t something 
done about it before? 


RECORD grain crops won’t be enough to break the 
price of food. Common sense shows there’s a long haul 
between growing crops and their translation into 
meat on the hoof, let along meat delivered to the 
corner market. The government is about to go into 
the support program with both feet and there will be 
a levelling effect—on paper; the other factor entering 
into the equation — record purchasing power — will 
play its part. The farmer will continue to get his, for 
a slightly lower price will be offset by a much greater 
crop. No important change is in sight. 
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All the to-do about failure of congress to 
take more strident steps toward relieving the national 
housing shortage may be blasted into the thin air when 
the first reports on the new legislation come in. Gov- 
ernment offices now forecast that a record peak of one 
million "starts" (residential units placed under con- 

Struction) will be achieved this year. Record year to 
date was 1925, with 937,000 "starts." 















































And, unless there are international complica- 
tions to stall civilian activity, the early part of 1949 
Should see a rush of business that will send construc- 
tion off to a full year of activity. The inviting 

Title 6 (rental housing section) of the federal law will 
expire March 31 of next year. To come within the dead- 
line of the liberal mortgage aid, many projects in the larger category will be 
rushed off the drawing boards. 



















































There's one problem already facing contractors. It may cause them head- 
aches in computing costs for bid purposes. The Department of Labor finds apprentices 
in the building trades at a dangerously low numerical level. There are 132,114 
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n learning the business. Large cities are having little trouble on that score; small 
7] cities much of it. Overall, there are 152,114 apprentices in this field and, spread 
i thinly over the United States, the Department of Labor regards that too few. Result 
y from the standpoint of the contractors is that high-paid journeymen will be doing 








much of the work formerly assigned to learners, possibly sending estimates askew. 











e Heading west seems to be the migratory trend in the country, the Census 
a Bureau finds. In the eight-year-period ended July 1, the total population of the 
y west rose to 18.1 millions, an increase of 30.4 per cent. Nine states showed a loss 


ja in population with the Dakotas and Montanas the heaviest losers. 
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: The population shifts are more than interesting tidbits of knowledge to 

n business and industry, whose marketing and advertising experts have been gobbling up 
rt copies of the Census report. The figures disclosed therein will change some of the 
3 patterns of merchandising, shifts will be made in points of advertising concentration. 

States with the greatest relative gains were clustered in several differ- 
: ent areas. California, Oregon, Washington, Arizona and Nevada almost monopolized 
j- the largest percentage gains, with Florida and the District of Columbia runners up. 
e- 
se Interesting fact is that centers of wartime activity were still holding 
oe their peak population levels attained during the war. Aviation industry was the 
‘ magnet which attracted millions into West Coast and southwest states. General with- 
b- drawal of women from industrial plants has made it possible to afford men the jobs 
ig which keep them in the aviation industry areas. 

Suppliers of materials to the armed forces soon will be operating under a 
1e€ new code of regulations which will bring about standard purchasing procedures in the 
ul three services which formerly handled these matters to their own liking, but which 
wi now are unified in this as well as other respects. The rules are about ready for 
to release and the promise is that they will be clearly stated, brief, and conducive of 
oe direct action. 





1g 
ill Projected is more negotiated contracting ,which will eliminate advertising 
and stiff specifications which in the past have eliminated many products the 
services wanted but had to be rejected because they didn't fit the precise "specs." 
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Aimed at setting up a workable peacetime system, expansible to meet the 














needs of any emergency that might arise, the idea is to create within the 60-odd 
business and industrial mobilization offices throughtout the country, a regional 
purchasing network. The old-line Treasury procurement office will not be wiped out, 
but its functions will be lessened to a large degree. The Treasury has purchased 











quarter of a century, will continue to do so. 





If government experts have not arrived at your factory as yet, look for 
them any day now! The military services are surveying 11,000 plants currently and 
the job is only beginning. Eventually it is planned to diagnose 25,000 manufactur- 
ing corporations, record what they are making, decide how efficiently they might be 
converted to wartime output if the need arises. 




















Some of the factories are going to receive orders at once. It may not be 
all annoyance and interruption. The purchases are planned for stockpiling purposes 
-- but that covers a multitude of commodities. To a lesser degree, there will be 
educational orders in an expansion of the method which was used in 1939-1940. Tool- 
ing for special jobs, presumably, will be paid for by the government. Of major 
importance from the standpoint of the industrial plant or business office is the 
fact that the President, acting independently, can -- now -- order a plant to make 
specified goods, even seize the property to carry out his purpose. That was a 
little-noticed section in the draft act. 























Small business is in for a "break." The country lost valuable time and 
production during the war days because contracts went first, exclusively, to larger 
operators. Sub-contracting was a function of the major supplier. This time, the 
armed services propose more direct dealing with the "little fellow." And the Senate 
Small Business Committee has set itself up as a "watchdog" of that policy, will 


require periodical reports. 

















Labor unions are showing an avid interest in the latest report of the 
Federal Trade Commission dealing with corporate incomes. The purpose is obvious; it 
will be even more so when contracts affecting wages and hours come up for renewal. 
The report hasn't been printed for general distribution as yet. But the union press 
representatives aren't waiting; they're making their own from the typed copy at FIC 
offices. Business and industry will be able to obtain printed transcripts soon. 























Briefly, FIC says the net income after taxes of all United States manufac- 
turing corporations amounted to 2.9 billion dollars during the first quarter of 
1948. The report shows that the net income in the first quarter of 1947 was 200 
millions below this year's mark. 

















Significant ,but not stressed by the FIC, is the fact that total assets of 
all manufacturing corporations amounted to 100.6 billions at the end of March 1948, 
while stockholders equity was estimated at 69.2 billions, an increase of 2.1 bil- 
lions over the preceding quarter of last year; that rates of profit -- both in rela- 
tion to investment and to sale -- are just beginning to return to the level attained 
by the corporate groups in 1947. 





























Labor organiaztions are publicly confessing that they are not reaching 
their membership with the printed word to tell the story of the need for union's 
participation in public affairs. Published at great cost, some of them in elaborate 
format and heavy with camera and cartoon illustrations, the newspapers usually are 
"must" purchases by the unionites; they're assessed for the editions whether they 
remove them from the wrapper or not. The International Association of Machinists 
which produces one of the better papers, laments: "Ihe proportion of unionists who 
regularly read labor papers is none too high." en 
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Progress of 


SOUTHEASTERN 
ASIA 


By V. L. HOROTH 








~ sudden and unexpected 
outbreak of killings by communist as- 
sassins in Malaya in the past few 
months and, more recently, the desper- 
ate struggle of the untried, weak and 
confused Government in Burma with 
the local communist guerrillas are 
much like two warning flares. A bat- 
tle is beginning between the forces of 
democracy and those of communism 
on a new battleground: South Eastern 
Asia. In Western Europe, it can be 
safely said, communism has _ been 
stopped dead on the Trieste-Stettin 
line. It has been discredited and is 








ebbing wherever it is not supported 
by Russian bayonets. But, blocked in 
the West, the infection of communism is now 
spreading into South Eastern Asia. 

In Western Europe the forces of democracy and 
free enterprise have been fighting on a battlefield, 
so to speak, of their own choosing. The battle has 
been won by unmasking the communist “utopia” as 
Russian imperialism, by reviving confidence in the 
old democratic institutions, and by restoring the 
economic health of the nations concerned. Although 
barely starting, the European Recovery Program 
has been an important factor in bringing about the 
victory. 

In contrast with Western Europe, communism will 
be much more difficult to combat in South Eastern 
Asia. Its teachings of universal brotherhood, anti- 
colonialism, and anti-foreign nationalism are par- 
ticularly appealing to poverty-ridden Asiatics, ignor- 
ant of the role played by good government, foreign 
capital, and foreign know-how. They have never 
known any democratic institutions in the Western 
European or American sense. Such countries as 
Malaya and the Netherlands East Indies had good, 
stable governments before the war, but no matter 
how progressive and benevolent, those governments 
were, nevertheless, based on colonialism and even 
feudalism. To return to prewar colonialism is im- 
possible, especially with the free, independent Re- 
public of the Philippines next door. Equally impos- 
sible is an Asiatic Recovery Program. To rehabili- 
tate the millions of subsistance farmers in Asia 
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would be beyond the powers of even this rich 
country. There is unquestionably a way out, but 
different thinking, a different approach than that 
in Europe will be necessary if the economy of South 
Eastern Asia is to be made suitable for the growth 
of democratic institutions, and if communism is to 
be stopped. 


Aim At Economic Chaos 


Although the communists in South Eastern Asia 
are still too weak to seize power—except perhaps 
in Burma or French Indo-China—they can, none 
the less, cause untold damage by keeping the whole 
area in a state of perpetual economic and political 
chaos through sabotage and terrorism. They could 
even endanger the success of the European Recov- 
ery Program. As far as this article is concerned, 
South Eastern Asia includes five countries with an 
area nearly one-half that of the United States and 
a population of 137 million: Burma and Siam, which 
are sovereign states; French Indo-China and Indo- 
nesia, where the nationalists have as yet failed to 
reach agreement on the territories they are to con- 
trol and the amount of sovereignty they are to exer- 
cise; the fifth country is the British controlled 
Federation of Malaya together with the Crown Col- 
only of Singapore. 

The maintenance of important numbers of French 
troops in Indo-China and of Dutch troops in Indo- 
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Southeastern Asia: General Information 


Note: The dollar figures in millions 

















Gold and Foreign Investment Public 

Area Population Resources Total U.S. Debt Currency Units per 

(square miles) (1946) June "46 (1938) (1938) (1946) Unit U.S. Dollar 
Burma 234,000 (a) 17,700,000 n.a. $233 na. $273 Rupee 3.30 
French Indo-China................ 286,000 b) 25,500,000 $37 474 $3 54 (f) Piaster 12.60 
SSS aera ee 735,000 (c) 72,000,000 275 2,378 7I 704 Guilder 2.66 
Ry OE ee a? 200,000 (d) 15,700,000 50 200 2 él Baht 19-22 

Malayan Union and 
Smpapore. 53,000 {c) 6,200,000 n.a. 696 24 47 (f) Straits Dol. 2.12 
(SEES 2 eis 1,508,000 137,106,000 $362 $3,981 $100 $1,139 











n.a.—Not available. 

(a)—About as large as New Mexico and Arizona. 
(b)—Somewhat larger than Texas. 

(c)—About as large as !/4 of the U.S. 


(d)—About the size of Colcrado and Wyoming combined. 
(e)—About the size of North Carolina. 
(#)—1939. 




















nesia, either for re-occupation or for keeping order, 
has been a heavy burden on the budgets of the 
respective countries. Neither France nor the Neth- 
erlands can afford a lingering colonial war while 
reconstructing their home economy. Now the British 
are dispatching more troops to Malaya, and before 
very long they may have to send troops to Burma 
to help the new Government clean up the commun- 
ists. This at a time when every pair of hands is 
badly needed in Britain. 

If Western Europe is to be self-supporting by 
1952, when the ERP stops, she will need all the 
foodstuffs and raw material surpluses that South 
Eastern Asia can produce, not only for herself, but 
for export to the United States. During the inter- 
war period, a vast triangular trade sprang up 
among the United States, South Eastern Asia, and 
Western Europe. The dollars earned by Malaya, 
Indonesia, and Indo-China for rubber, tin, and 
numerous other products, were passed to the Brit- 
ish, the French, and the Dutch in payment for im- 
ports of industrial goods, such as textiles, machin- 
ery, and chemicals. Western Europe in turn used 
these dollars to buy industrial raw materials, food- 
stuffs, and special equipment in the United States. 
A similar triangular exchange of goods developed 
among South Eastern Asia, Japan, and the United 
States, though on a somewhat smaller scale. 

For that matter, the economy of the whole west- 
ern world would be disturbed, were South Eastern 
Asia to fail to recover its former place in interna- 
tional trade because of communist-created political 





and economic instability. This is partly because of 
the area’s unique concentration on the production 
of many materials which are indispensable to mod- 
ern society, such as rubber, tin, and cinchona. Apart 
from this, Siam, Indo-China, and Burma before the 
war used to produce a huge exportable surplus of 
rice that fed the surrounding countries. Without 
this surplus available, India, for example, must 
devote a larger percentage of her arable area to 
foodstuffs at the expense of such money crops as 
cotton and jute. 


Has Vital Raw Materials and Cheap Labor 


South Eastern Asia became an important pro- 
ducer of industrial raw materials and foodstuffs 
owing to a combination of factors not present in 
other tropical areas. It had an ample supply of 
cheap labor. Political and social stability under the 
progressive and benevolent colonial administrations 
encouraged the invéstment of foreign capital in 
the development of its natural resources. As will 
be seen from one of the accompanying tables, pre- 
war foreign capital investments aggregated nearly 
$4 billion. Other factors that kept the production 
costs of such plantation crops as rubber and sugar 
at a very low level were managerial ability and 
scientific cultivation. Competition with the products 
of South Eastern Asia kept the prices of other 
countries at low levels. It is no exaggeration to 
say that unless the productive capacity of Indo- 
nesia, Burma, and Malaya are fully restored, the 
































Southeastern Asia: Trade 
(In Millions of Dollars) 
General Trade of Southeastern Asia Southeastern Asia Trade with U. S. (U. S. Statistics) 
1937-39 1947 1937-39 1947 1948(a) 
Total Total Total Total Exports Imports Exports Imports _—_ Exports Imports 
Exports Imports Exports Imports toU.S. fromU.S. toU.S.  fromU.S. toU.S. from U.S. 
Burma ... $175 $76 n.a. n.a. $1 $3 $1 $6 $1 $5 
French-Indo-China 90 60 $68 $139 8 4 4 24 3 18 
TLS a ee 433 265 128 284 92 29 34 103 50 84 
i eee eee 76 50 93 135 ! 3 18 13 48 14 
Malayan Union and 
RPMNEOOUD S satet taretetctencass 407 343 él 643 168 9 284 66 270 104 
Total . a $1,181 $794 $900 $1,191 $270 $48 $341 $212 $372 $225 
n.a.—Not available. (a)—Rate of exports and imports based on the first six months’ figures. 
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world will probably never again 
know such low prices for tin, rub- 
ber, rice, and vegetable oils as dur- 
ing the period between the wars. 

Before the war, some 10 to 15 
per cent of our total imports origin- 
ated in South Eastern Asia which 
supplied us with most of our rub- 
ber, tin, spices, and cinchona re- 
quirements, and a large proportion 
of our imports of tea, tobacco, tap- 
ioca, and palm oil. Since the war, 
this trade has been disappointing. 
There has been practically no trade 
with Burma or with the nationalist- 
controlled areas in French Indo- 
China and Indonesia. The imports 
from Malaya have exceeded the pre- 
war trade value, but are apparently 
still below that level on a volume 
basis. The trade with Siam has ex- 
panded, largely because we have the 
goods that Siam needs. 

There have been a number of fac- 
tors besides the unstable political 
situation standing in the way of our 
trading with South Eastern Asia. 
Burma and Malaya, as members of 
the sterling area, have severe restrictions on their 
imports. In Indo-China, imports and exports are 
subject to complicated red-tape regulations and 
“plans’’. In the Dutch controlled areas of Indonesia, 
there is a strict supervision of any foreign trade. 
The idea is to prevent any dollars falling into the 
hands of the nationalists who would, of course, use 
them to buy arms. Siam is short of dollars and long 
on pound sterling. 

The communist strategy of perpetuating economic 
and political chaos has been facilitated by the fact 
that, with the exception of Siam, the pre-war con- 
ditions have never been quite restored in any of 
the countries. In Siam, there is very little danger 
at present that the communists could seize power 
or disrupt economy. The Bangkok Government has 
ruthlessly suppressed any communist activity. On 
the other hand, Bangkok is suspected of being a 
center for communist intrigue in South Eastern 
Asia. The Russian Embassy there is reported to be 
staffed by several hundred persons. 


The Situation In Malaya 


The situation in Malaya, where the population is 
mixed, consisting of Malayans, Chinese, Hindus, 
and Europeans, is also distinct. Communism there 
is practiced mostly by the Chinese, who are the 
most energetic people in Malaya, the Europeans 
excepted. They are aggressive, and for this reason 
disliked by the native Malayans and the British. 
Most of the bands that plunder rubber estates and 
tin mines are apparently the remnants of the Chi- 
nese guerrillas trained and equipped by the British 
at the time of the Japanese invasion. Possibly the 
ease with which Malaya fell in 1942 may have given 
them a mistaken notion of the British tenacity. 

The communist activity in Malaya, which the 
New York Times correspondent in Singapore de- 
scribed as “pretty much wildcat operations,” is 
likely to be brought under control before very long, 
but any sign of British weakness is likelv to be ex- 
ploited, particularly as the working conditions re- 
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Soldiers of the famous “Gurkha Rifles’? group together in the dense 
jungle of Malaya as they carry their sweep against communist insurgents 


main difficult. Communism will be simply driven 
underground, but will remain smoldering. So far 
the disorders have not seriously affected the activity 
of the rubber and tin industries. 

The spread of communism in Burma, Indo-China, 
and Indonesia has a great deal in common. In all 
three countries, the end of the war was followed by 
the rise of nationalism and a bid for independence. 
However, only Burma won full independence, and 
without armed struggle at that. As a matter of 
fact, Burma and Great Britain parted on January 
4, 1948, “not only without bitterness, but with cor- 
dial good will”. A defense agreement exists between 
the two countries. 

But in Burma, and this is typical also of Indo- 
China and Indonesia, the nationalists are also so- 
cialists and against “foreign exploitation”. Over- 
night practically everything was nationalized: the 
banks, the factories, the mines, and even forest 
reserves. The communists could not have gone much 
further. About the only difference between them 
and the Rangoon socialists is that the latter are 
willing to pay for the expropriated properties. 

The drastic nationalization program has created 
a general confusion among the traders and pro- 
ducers, and has also discouraged foreign capital 
and foreign know-how from coming in. Not only 
has there been little rehabilitation—the factories, 
oil fields and important non-ferrous mine properties 
are still largely idle—, but there has been actually 
disintegration of the country’s economy. Too much 
haste and too little experience has created condi- 
tions under which communism has flourished. For- 
tunately the communists have been divided. The 
so-called “Red-Flags” specialize in terrorism. The 
“White Flags”, once willing to cooperate with Ran 
goon, are now engaged in a life-or-death struggle 
with the Rangoon leftists, with the people of Burma 
as chief sufferers. As the situation stands, the Ran- 
goon leftists control cities, and the “White Flags” 
the countryside. 

The tragedy of the situation in South Eastern 
Asia is that what is (Please turn to page 610) 
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1948 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


<< = * 


Prospects and Ratings for Merchandising Shares, Farm Equipments, 
Office Equipments, Specialty and Unclassified Stocks 


Part III 


PY ree business entered the second half of 
the year in the hope that there will be no marked 
let-down in general economic activity this year. 
Within this broad premise, however, business is con- 
scious of numerous cross currents affecting the out- 
look for various industries. In some lines, demand 
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conditions are such as to assure continued high-level 
operations and earnings. In others, the return to 
buyer’s markets creates increasingly competitive 
conditions while mounting consumer resistance to 
high prices is having similar effect elsewhere. Some 
industries will benefit from ERP and preparedness 
spending; others will not. Some face new shortages 
hampering production while others, better situated, 
can continue peak operations. All of which can 
vitally affect sales and earnings potentials. 


To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of changing trends is a prime requisite. Only 
by recourse to reliable facts and trained judgment 
can the investor protect his position. 


To assist our readers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows: A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus:1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 


THE MAGAZINE OF WALL STREET 


z 








seg 
pea 
rou 
pul 
to é 
rep 
nat 
effe 
pet 
clir 
I 
Wwe 
con 
res: 
but 
trir 
pro 
era 
sat 
cre; 
oth 
nur 
tair 
thai 
whe 
clin 
EF 
at | 
stat 
abu: 
for | 
ly tk 
mat 
piles 
sum 
reta 
unif 
and 
othe 
such 
able 
resti 
a wi 
01 
give 
high 
Six r 
part 
Sale; 
billic 
meri 
over 
likel: 
of tl 
may 
and 


SEP 1 











Diverse Outlook For i 
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MERCHANDISE Si. | 


By PHILIP DOBBS 





9D) ncuaniiatng is one of the major 

segments of American business whose 
peacetime readjustment problems have 
roused anxieties among investors. The 
public finds it difficult to accustom itself 
to abnormally high sales and earnings of 
representative store groups. It is only 
natural, therefore, to feel concerned over 
effects of a return to more keenly com- 
petitive conditions, accompanied by a de- 
cline in national purchasing power. pi 

Retailers may be headed for rough 
weather when deferred demand has be- 
come more fully satisfied and when buyer 
resistence asserts itself more strongly, 
but apparently this is not the year for 
trimming sails. New high records are in 
prospect for sales volume and, as a gen- 
eral rule, earnings promise to be quite 
satisfactory. Although dividend in- 
creases may not be conspicuous, on the 
other hand, casualties are unlikely to be 
numerous. In short, 1948 is almost cer- 
tain to be a much more encouraging year 
than had seemed possible in January 
when the threat of commodity price de- 
clines loomed. 

Reasons for an optimistic viewpoint, 
at least for the near term, are readily apparent, for 
statistics relating to merchandising are not only 
abundant, but quite trustworthy. It is well known, 
for example, that retail sales follow reasonably close- 
ly the trend of disposable income. Data on which esti- 
mates of purchasing power may be based are com- 
piled promptly and afford a reliable guide to con- 
sumer demand. National income still is rising and 
retail sales are steadily mounting. The uptrend is not 
uniform in all branches of merchandising, of course, 
and margins are narrower in some groups than in 
others. We shall examine more closely the effects of 
such divergences after first considering latest avail- 
able figures on income, price inflation, savings, credit 
restrictions and other factors affecting business as 
a whole. 

On basis of latest calculations, retail sales this year 
give promise of approaching $135 billion for a new 
high record. Indications are that volume for the first 
six months slightly exceeded $60 billion, reflecting in 
part a rise of about 10 per cent in wholesome prices. 
Sales of all retail stores in July approximated $10.5 
billion, according to a recent Department of Com- 
merce report, which pointed out that the increase 
over last year was 138 per cent. Since prices seem 
likely to advance at least moderately in the remainder 
of the year, it seems safe to anticipate that prices 
may average 12 to 13% higher in the last six months 
and thus should contribute to greater sales volume. 
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The continued uptrend in demand for consumer 
durables may be attributed chiefly to the sharp spurt 


in disposable income resulting from the “third 
round” of wage increases and the reduction in federal 
income tax rates made effective in May. Industrial 
output has held at a peacetime peak, accounting for 
record payrolls, and savings have declined moderate- 
ly. Hence, funds available for spending have mounted 
to unprecedented totals. In a recent report, the Presi- 
dent’s Council of Economic Advisers estimated that 
disposable income—after taxes and savings—reached 
an annual rate of $189.5 billion for the second quar- 
ter. This represents a rise of more than 8 per cent 
over the 1947 rate of about $175 billion. For the full 
year the figure seems quite likely to exceed $190 
billion by a comfortable margin. 

Growth in sales volume does not necessarily mean 
a comparable improvement in net profit, as every 
merchant knows. Rapid turnover is important, but 
unless the retailer’s mark-up is sufficient to compen- 
sate for wages, rent, return on invested capital and 
other costs, naturally earnings will be disappointing. 
Hence, as consumers have become more discriminat- 
ing in selection of merchandise since goods have be- 
come abundant, retailers have been compelled to 
lower their abnormally wide mark-ups. At the’same 
time, labor costs have risen and earnings quite natur- 
ally are being held (Please turn to page 608) 

(See Pages 588 and 589) 
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Pertinent Statistics on Merchandising Stocks 








———Neet Per Share 


1947** 


Net 
Current Inven- 
Assets tories Recent 


—+4 Million— Price 


Price- _ Invest- 
1947 Earnings ment 


Interim 1948 Div.t Ratiof Rating 





COMMENTS 





SCE $7.10 $2.52 $ .63 6mos. July 2 


$14.4 


$12.2 


$17 


$1.50 


6.8 


With sales showing gains in line with 
industry and costs under better control, 
earnings should sustain $1.50 dividend. 





Allied Stores... 8.52 6.21 1.39 3 mos. April 30 
X 


80.8 


52.8 


34 


2.75 


5.5 


B2 


Emphasis on “hard goods" contributes 
to better-than-average sales gains and 
points to earnings well above dividend 
needs. 





Arnold Constable . CV fe 2 | MMAR RO lon 


3.1 


5.5 


Margins apparently being well main- 
tained in face of rising costs and earn- 
ings point to good coverage for divi- 
dends. 





Associated Dry Goods... 5.07 2.97 .61 6 mos. Aug. 2 


15.5 


5.4 


B3 


Sales holding in line with competitors 
and point to satisfactory earnings for 
current year. Dividend appears secure. 





Best & Co. rae 4.43 1.93 6 mos. July 31 
X 


8.9 


4.6 


27 


6.2 


Despite narrower margins on special- 
ties, sales gains are in line with other 
stores and earnings are showing favor- 
able uptrend. 





City Stores ......... 3.07 2.77 .66 3 mos. April 30 


26.6 


6.5 


C+2 


Good control over costs helps sustain 
earnings in face of keener competition 
and maintenance of dividend seems 
assured. 





Consolidated Ret. Stores 3.85 3.24 1.63 6 mos. June 30 


45 


3.1 


2.40 


4.0 


C2 


Volume of business registering normal 
growth as earnings compare favorably 
with 1947 and afford liberal dividend 
coverage. 





Federated Dept. Stores. 4.82 4.18 1.26 3 mos. May | 
X 


50.6 


Hf 


1.50 


6.5 


Rising sales, accompanied by greater 
merchandising efficiency, contribute to 
encouraging earnings gain. Dividend 
secure. 





Gimbel Bros. ........................ 6.65 2.80 


34.3 


20 


7.1 


Margins narrowed by reduced volume 
on special merchandise, but earnings 
seem tikely to afford adequate divi- 
dend coverage. 





MONE Ree ee OB me : 


41.6 


25 


7.3 


Although gain in sales remains below 
average, margins indicate earnings 
may continue well above dividend 
requirements. 





Green, H. L. .. 5.14 4.76 1.68 6 mos. July 31 


36 


7.6 


A2 


~ ings comparison on basis of normal 


Indications point to satisfactory earn- 


growth in sales and conservative ex- 
pansion. 





Interstate Dept. Stores... 3.12 5.50 


11.3 


10.1 


22 


2.00 


4.8 


Evidence of improved operating effi- 
ciency shown in earnings gain on aver- 
age rise in sales. Dividend adequately 
covered. 





Kobacker Stores .......... 1.68 2.02 


3.5 


2.7 


80 


4.0 


C2 


Earnings expected to reflect moderate 
improvement in sales and better con- 
trol over costs, assuring dividend 
stability. 





ROSE D Neb sctese see” TOW) . sete teens 
xX 


36 


2.25 


95 


Al 


Uptrend in sales about in line with 
other variety chains and earnings ex- 
pected to compare favorably with 
results for 1947. 





Rast, O04) 2. Be: ' 639 


53 


9.8 


B2 


Rate of sales improvement rising, re- 
flecting higher purchasing power and 
=e net profit and dividend near | 

“S | 





Lane Bryant 0... 2.73. 2.15 2.07 9 mos. Feb. 29 


5.4 


es 


1.00 


5.1 


Growth in sales less dynamic than in 
other groups, but earnings appear well 
maintained to provide ample coverage 
for dividend. 





Lemmer'Stores 3.36 3.70 


16.9 


11.6 


25 


6.8 


Upturn in sales reflects relatively high 
income of customers. Earnings show 
promise of wide coverage for dividend. 





Macy, Ro 04. es 5.01 4.33 39 wks. May | 


24.3 


35 


9.4 


Confidence in favorable sales trend 
and earnings recovery evidenced by 
approval of year-end extra dividend. 





*—Or fiscal years 1946-47 and 1947-48. 
t—Paid during calendar year. 





$—Based on 1947 or 1947-48 earnings. 
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Pertinent Statistics on Merchandising Stocks (Continued) 





Net 
Current Inven- Price- _Invest- 
————Net Per Share__— Assets tories Recent 1947 Earnings ment 
1946* 1947* Interim 1948 —$ Million— Price Div.f Ratiof Rating COMMENTS 





Marshall Field 0... 5.61 5.10 2.25 6 mos. June 30 32.9 26.6 25 2.00 4.9 B2 Upturn in sales in line with department 
store industry, pointing to favorable 
earnings well above dividend require- 
ment. 





May Dept. Stores. 6.71 5.96 74.8 36.2 42 3.00 7.1 B2 Higher sales and normal margins sug- 
Xx gest earnings in line with 1947 results 
and maintenance of $3 dividend for 

some time. 











McCrory Stores ... 5.55 5.34 1.75 6mos. June 30 18.0 11.9 32 2.65 6.0 B2 Further growth in sales volume evident 
and earnings expected to compare 
favorably with 1947. Dividend well 
covered. 





McLellan Stores ..... 4.00 3.62 Een 9.5 9.5 23 2.00 6.4 BI Sales continue to run ahead of 1947 


and, with costs seemingly well con- 
trolled, earnings are expected to hold 
near last year's. 





Melville Shoe ....... 1.73 2.45 1.31 &mos. June 30 12.7 11.9 23 1.65 9.4 B2 Despite higher promotional costs, mar- 
gins have held well, pointing to favor- 
able earnings comparison. Dividend 
well covered. 





Mercantile Stores . = 34 ZAP 15.4 18.6 16 1.00 4.6 B! Emphasis on price appeal as trade 
stimulant contributes sales gains and 
profit improvement. Conservative divi- 
dend likely. 





Montgomery Ward 6.29 8.86 2.15 3mos.April30 366.6 277.3 55 3.00 6.2 Al Sales volume improved despite internal 
dissension and re apparently 
X holding at high level. Same dividend 


rate probable. 





Spurt i I ints int f 

Murphy, G. C. 2 a a enerceee 26.2 15.9 42 2.00 99 A2 on Renney > per dage csene ge Pa 

x poorer Continuance of $1.50 rate indi- 
cated. 





° : 13. | Sharp improvement in sales volume 
National Bellas Hess 27 30 54 II mos. June 30 4.3 2.1 4 20 3.3 C noted, but earnings gain is slower and 
outlook for dividend remains doubtful. 





National Dept. Stores... 5.45 4.12 21.9 120 17 150 864.1 B2 Growth in volume helps counteract 
rising costs and suggests earnings may 
hold up well and afford wide dividend 
coverage. 











4 i j B2 Aggressive management and high na- 

Newberry, J. J. 4.74 4.30 25.9 7.1 32 2.00 18 tional income account for favorable 
showing in sales and earnings. Dividend 
seems secure. 





. ‘ Upturn in sales follows industry trend 
Neisner Bros. ....... 3.61 3.09 6.4 6.0 16 1.00 5.2 b2 with indications that earnings may be 
sustained well above dividend require- 

ment. 








Penney, J. C. .......... : 4.31 4.29 2.30 6mos.June30 IJ11.5 2014 46 1.50 10.7 Al Sharp improvement in sales and earn- 
xX 





ings for first half point to profitable 
year. Basis for more liberal dividend 
indicated. 





° r i 2 Growth in sales continues at rapid rate, 
Shoe Corp. of America... 4.26 4.40 1.97 6 mos. June 26 4.5 6.1 14 87 3.2 C+ Soneaae cane eae ae 
year and possibly larger year-end 

extra. 





Sears Roebuck ......... 4.24 456 2.09 24wks.July16 315.4 351.0 39 1.75 8.6 A2 eg ee — 
X aa favorably with 1947. Dividend 
sate. 








. H Aggressive merchandising and expan- 
Spiegel oc... = 1.50 1.12 56 6 mos. June 30 20.7 16.5 10 Nil 8.9 C+ ies cumibae we let ee Ge 
earnings recover slowly. Dividend seems 


unlikely. 





i Slackening in deferred demand and 
Sterchi Bros. Stores 3.65 3.24 .95 3 mos. May 31 5.2 2.5 12 1.75 37 C+2 bgp Rate ger ane fer 
gains, but earnings ample for modest 

dividend. 





Sales continue to expand at moderate 

Woolworth, F. W. ..... 4.12 4.32 118.8 84.1 46 2.50 10.6 A2 sais Guo aannin ae cauane Ga 

Xx compare favorably with 1947. Same 
extra expected. 











*—Or fiscal years 1946-47 and 1947-48. t—Based on 1947 or 1947-48 earnings. 
t—Paid during calendar year. 
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SJ he makers of 


farm equipment, like the 
motor industry, have a 
heavy backlog of busi- 
ness at the present time. 
The wartime shortage of 
farm labor still persists, 
with resulting higher 
wages. The farmers, both 
for operating economy 
and convenience, are 
anxious to increase the 
mechanization of their farms and have the where- 
withal in cold cash to back up their orders. The 
equipment companies were handicapped by alloca- 
tions of raw materials during the war and the steel 
shortage still limits their operations. It is estimated 
that they have a backed-up demand for at least 
two years’ capacity output under present conditions. 
Farm prices have declined sharply this year— 
some grains are down as much as 50% for future 
deliveries—but prices early this year were extraor- 
dinarily high and present levels for many items are 
now cushioned by government support levels under 
the “parity” provisions of the reenacted Farm Law. 
During the first World War, net farm income rose 
to nearly $10 billion but dropped as low as $2.5 
billion in 1932. Last year it reached a peak of $18 
billion and while there will be a decline this year, 
this will probably not be substantial. Farmers are 
now estimated to have cash resources of over $20 
billion compared with debts of less than half that 
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By FRANK R. WALTERS 


amount, and hence are well-heeled. 

Despite the steel shortage, farm implement 
makers were able to boost production sharply after 
the war. Shipments of farm implements including 
tractors for non-farm use increased nearly one-half 
to $1,460,000,000. Returns for individual companies 
this year forecast another substantial rise, pos- 
sibly by 20-25%. Some of these increases, of course, 
reflect higher prices. Due largely to the courageous 
policies of International Harvester, Deere, and 
others, prices of farm machinery have risen less 
than manufactured goods generally, but recent price 
adjustments may tend to even this trend. With 
rapidly rising metal prices and a third round of 
wage increases, the makers of motor equipment 
and machinery must adjust their prices upward— 
despite declining farm prices. 

Some of the increased output is going abroad. 
Europe is urgently in need of farm equipment in 
order to become self-supporting, and ECA will sup- 
ply some of the needed funds. Exports last year, 
including new and used tractors for non-farm use, 
were $318 million but the companies could have 
sold twice this amount if they had had the goods. 
Over a five-year period it is estimated that Europe 
could use $932 million worth of tractors and farm 
machinery. It is unlikely that such an amount will 
be shipped, but it is obvious that foreign sales will 
continue at substantial levels. It must be remem- 
bered that the greater part of our exports normally 
go elsewhere than Europe—to Canada, Latin Amer- 
ica and Africa—so that even if the domestic 
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demand recedes, exports may take up some of the 
slack over the next three or four years. 

Another factor which should tend to maintain 
the farm equipment business at a good level over 
the foreseeable future is the greater attention now 
being paid to the mechanization of small farms— 
40 acres or less. International Harvester, Deere, 
and others, are producing small tractors and the 
“Farmall Cub”, along with tillage implements, costs 
only about $1,000. Some 50,000 units are now being 
turned out annually. Also there are all sorts of new 
farm gadgets which eventually may eliminate the 
“hired man”. These include automatic hay balers, 
corn and cotton pickers, and many others. 

Despite the considerable progress made in mechan- 
izing American agriculture, it is estimated that 60% 
of the work is still done by hand. While it will never 
be possible to eliminate manual labor entirely, the 
future opportunity for further development of the 
farm implement industry seems obvious. With 
Europe’s machinery worn out and the rest of the 
world on a relatively primitive basis, opportunities 
in the foreign field are even greater. 

Mechanization of the U. S. farm has thus far 
consisted largely of hitching traditional plowing 
and harvesting machinery to tractors, thus making 
possible a much larger acreage performance per 
man-hour of labor. Tractors on U. S. farms have 
about doubled in the 8 years since World War II 
began and now amount to over 3,000,000 (compared 
with less than 6,000,000 farms). By 1975, it is esti- 
mated, there will be a tractor for every farm. Pres- 


ent tractors are lighter weight than their predeces- 


sors but still can do the heaviest farm jobs, and 


implements can be attached within a few minutes 
and operated hydraulically on an economical basis. 

The domestic farm implement business is highly 
cyclical and closely interrelated with farm income. 
Exports usually follow a similar trend. Farm equip- 
ment sales and exports usually aggregate between 
7% and 10% of net farm earnings in the U. S. The 
ratio averaged 10% in 1925-1929, 11% in 1930-1934 
and in 1935-1941 exceeded 10%. During the war 
years, due to rationing of machinery, the ratio de- 
clined to as low as 5%, but last year recovered to 
8% and this year should show further improvement. 
With a probable decline in farm income next year, 
there would normally be some reduction in sales of 
implements, but the increasing labor shortage, the 
strong cash position of the farmers, and the current 
backlog of orders should help sustain sales over 
the next two years. 


Farm Labor vs. Machines 


The relative advantage of using farm labor as 
contrasted with farm machinery depends on the 
trend of the business cycle. Picking 1926 as a base 
year, with each index as 100%, farm wages had 
dropped to 48% in 1933 compared with 84% for 
machinery prices. Farm labor remained cheaper 
until the beginning of the war. The wage index 
advanced from 86 in 1941 to 112 in the following 
year, and by last year had skyrocketed to 224. 
Machinery prices, however, remained at 97% in 
1942 and last year were (Please turn to page 607) 








Position of Leading Farm Equipment Stocks 





—Net Per Share— 
6 mos. Div. Div. 


Price- Invest- 
Earnings Recent 
Ratiot Price 1948 


Range ment 


Rating COMMENTS 





| 

| 19471948 bb 1947___‘Yield 
| Allis-Chalmers $1.69 $2.28 $1.60 4.7%, 
| 


20.1 $34 


1945-47 earnings were below normal due 
to labor troubles, reconversion, etc. 
With earnings sharply higher this year, 
an increase or extra over the $1.60 divi- 
dend rate seems likely. 


42!/,-33'/, BI 








‘Avery (B. F.) & Sons... — 75 5.0 


Earnings for June 30th fiscal year should 
be substantially above the 1947 list of 
$2.60 and with improving cash position, 
more generous dividends appear likely. 


5.8 


5 — 16%-10%_ SC 





et. . 5.47 160. 3.8 


With strong capital structure and earn- 
ings on upgrade, a larger year-end 
extra than last year’s 80c ppears likely. 


Wee 42 52!/2-35% B 





8.9 35 


46!/,-345 B Company is second largest, with unusu- 
ally strong cash position. Regular $1 
dividend rate should again be supple- 
mented with year-end extra of 7 or 


more. 








Gleaner Harvester ......... 5.21 6.75 ¢ 2.40 7.5 


Earnings and dividends improved con- 
sistently in recent years. Generous pay- 
ments (30c regular and 60c extra quar- | 
terly) seem justified by current earnings | 
and afford a high yield. 


6.1 32 32%4-21'/ B 





International Harvester 3.36a 82.01 1.22a 4.2 


Increase in $1.35 dividend rate (after 
3-for-| split) would seem possible, 
though earnings may decline due to 
strikes, etc. January extra might be 
declared in mid-October. 


2.6 29 341/4-28 “BI 











Minneapolis-Moline ‘ 5.81 5.60e Nil 


No funded debt, but cash position 
somewhat !ow and $31! arrears on pre- 
ferred. Current earnings estimated at 
$7-$8 and recap plan should not dilute 
to less than $5. 


2.9 17 —«18',-10% Cc 





Myers (F. E.) & Bro............... 5.62 4.35 3.00 5.7 


9.4 53 


All-common capitalization; earnings 
and dividends relatively steady. Cur- 
rent earnings estimated around $8 and 
$3 dividend might be supplemented by 
year-end extra. 


55!/g-50!/g B 





Oliver aud 4.61 4.07 1.00 3.1 
X 


6.9 32 365%-225, C+I With current earnings estimated at $8 
or more, regular $2 dividend rate 
should continue, augmented by “‘spe- 
cial” and ‘“‘extra’’ payments. ae 
liberal yield. 





t—Based on 1947 dividends. 
t—Based on 1947 earnings. 
a—Adijusted. 











b—Of fiscal year 1947-1948. 
c—9 months June 30. 
e—9 months July 31. 
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OFFICE EQUIPMENTS 








W orldwide stress upon increased operating 
efficiency, in both the factory and the office, con- 
tinues to benefit well established suppliers of up-to- 
date typewriters, calculating machines, cash reg- 
isters, bookkeeping equipment and the like. Sales 
and net earnings of leading concerns in this field 
developed a general uptrend towards record levels 
during the first half year, with good prospects of 
establishing new peaks for full 1948. Although ex- 
ceptions could be cited as usual, their number ap- 
pears to be limited. 

Far sighted managements of numerous office 
equipment concerns expanded their facilities as soon 
as possible in postwar, so that enlarged output 
and higher prices now combine to lift sales to new 
heights. True, some huge backlog orders have tended 
to diminish in this process, but there is still ample 
business on hand to warrant full scale operations 
for the balance of the current year. Furthermore, 
some of the concerns well entrenched in foreign 
markets anticipate a new influx of export orders 
now that the ERP Program is making headway. 

On the domestic front, optimism pervades the 
offices of the equipment manufacturers on a broad 
scale. Irving R. Ritchie, president of the National 
Office Machine Dealers Association, also reflects con- 
fidence in the outlook in a recent terse comment. 
“We are in a mechanized world and the office ma- 
chine industry is in the very front ranks of prog- 
ress,” he recently asserted. Well informed investors, 
however, are aware that the marked growth of this 
industry during the past several decades has been 
seriously interrupted during depressive periods, 
and that the present record boom will not last in- 
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definitively. On the other hand, industrial leaders 
all over the world realize that to offset current high 
break-even points in the event of volume declines, 
main reliance must be placed upon cost-cutting 
equipment of the most modern type. Hence there 
is a chance that office equipment sales in an ad- 
verse period may not slump as severely as past his- 
tory would indicate, although the stability of the 
industry will hinge strongly upon major changes 
in overall economic activity. Under current condi- 
tions in the economy, there is little to foreshadow 
a drop in demand. 


Competition Is Back 


While competition of both inter-company and 
inter-product character is evident in several 
branches of the office equipment industry, special- 
ization and patent accumulations have concentrated 
the business into the hands of relatively few con- 
cerns. For this reason, even though supply and de- 
mand factors in this industry are now in fairly 
close balance, it has been possible to retain prices 
at a satisfactory level to offset basically heavy op- 
erating costs. Highly paid skilled employees are 
required to design and assemble the intricate office 
machines, and the sales and service force have to 
be extensively trained. 

Some concerns, such as International Business 
Machines, Remington Rand and Burroughs, have 
successfully met this high cost problem by leasing 
rather than selling many of their products. By this 
method, numerous customers have found it easy to 
acquire efficient equipment that might seem too, 
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expensive if financed on a cash basis. As for the man- 
ufacturers, the process has not only swelled volume 
but assured large sales of replacement parts and 
services, and has substantially stablized revenues 
during depressive periods. Indeed, the dividend 
records of both IBM and Burroughs have been un- 
broken for several decades past, largely due to their 
wise marketing policies. 

Constant and extensive engineering research by 
many of these office equipment specialists, espe- 
cially since the end of the late war, has decidedly 
broadened the horizon of the industry. Take the 
typewriter branch of the industry for example, 
represented by only five large concerns that dom- 
inate the field. Improvements in design and efficiency 
during postwar have rendered obsolete millions of 
portables and commercial typewriters still in usable 
condition. Now comes the electric typewriter to 
speed up office work and to lessen employee fatigue. 
International Business Machines has even developed 
one of these operated by remote control, permitting 
the use of a simple keyboard while the typing is 
conducted elsewhere. Another concern has intro- 
duced an automatic typewriter that types 150 words 
a minute, operated from a manually perforated roll 
of tape. 

Among other significant developments in the 
mechanization of office equipment could be cited a 
new device produced by Burroughs for bank tellers. 
This does away with the traditional pen and ink 
pass book, by issuing to a depositor a mechanically 
printed receipt, at the same time fully recording 
the transaction on the bank records. Combined cash 


registers and adding machines are now being offered 
by another source, and for multiple signatures a 
device is available that reproduces as many as 
100,000 times with exact accuracy. The list of new 
or greatly improved office machines is long and in- 
volves a wide range of cost saving equipment. 

It seems clear that as time passes, office activities 
of numerous kinds will become increasingly mechan- 
ized and that long term growth of this interesting 
industry is pretty well assured. Reputation for qual- 
ity and performance count so heavily in the picture 
that the more strongly entrenched concerns should 
progress very satisfactorily. Some years, however, 
may elapse before the main benefits of technical 
research in this field can become fully realistic. In 
part this is because of high production costs of the 
more complicated equipment. Until such time as in- 
tensive selling programs can verify claims for sav- 
ing costs by the use of expensive devices such as 
those now envisaged, potential markets will be more 
difficult to tap. In due course, though, manufactur- 
ing costs should be increasingly reduced as popular 
acceptance of the more complicated devices expands. 

As for 1948 results for the industry, it now looks 
as if sales would aggregate about $900 million, up 
about 15% over last year’s level. Despite a general 
increase of about 1214% in wage rates this year 
and higher costs of materials and freight, the profit 
margins of most manufacturers are expected to re- 
main satisfactory in relation to larger volume. Dur- 
ing the first half year, the combined net earnings 
of eleven important concerns registered an advance 
of 19.7% over the (Please turn to page 610) 








Position of Leading Office Equipment Shares 




















—Net Per Share— Price- Invest- 
Full 6 mos. 1947 Div. Earnings Recent Range ment 
1947 1948 Div. Yieldt Ratio* Price 1948 Rating COMMENTS 
Addressograph-Multigraph ......... $5.99 $5.01 ¢ $2.35 5.6% 7.0 $42 41!/2-281, BI Substantial diversification sustaining 
x high level sales and earnings. An extra 
of 75 cents will supplement regular 50 
cents dividend in October. 
* ° ¥,-42! Expanded facilities and large backlog 

— Adding Machine... 1.36 1.32 75 44 12.5 17 1754-12! 81 age Be earl gt epi. 
profits. Fair chance for dividend im- 
provement. 

Felt & Tarrant Mfg. =—-2.64 2.24 2.00 9.1 8.3 22 2434-20 B—J| Domestic and foreign demand support- 
ing record activities. June payment of 
20 cents extra dividend reflects favor- 
able earnings status. 

International Business Machines. 9.39a 5.52 3.43a 2.3 15.8 148 154!/2-125'/, Al Uptrend in net earnings during current 
year likely to hold in second half. Con- 
servative dividend amply earned. 

National Cash Register... 6.95 4.22 2.25 4.9 6.6 46 48 -331/, BI Record sales and profits probable for 


1948. Favorable outlook may bring in- 
creased dividend liberality before long. 





Remington Rand ww. = 3.26 b .64e Pr i 6.4 


B3_ Rising costs and slightly lower foreign 
sales refiected by slight dip in earnings, 
but 25 cents quarterly dividend seems 
well secure. 


3.4 12 15\/4-11 





Royal Typewriter 200. 3.49 337%¢ 860.55 7.4 


Increased output and price advances 
benefitting operations, as shown by 
declaration of 40 cents extra dividend 
in June. 


6.0 21 27¥%-17 BI 





Smith, L. C. & Corona. 5.57 3:23 ¢ 2.00 10.0 


Provisions for contingency reserves 
along with rising costs may continue to 
lower earnings somewhat. But no 
change in dividend rate expected. 


3.6 20 26 -19'/, B2 





WNCSIMOOG = SE 3.44 4.00 7.5 


Al Earnings gains in first half compared 
with a year earlier indicate that full 
year net should at least equal 1947. 75 
cents quarterly dividend entirely safe. 


6.4 53 591/4-45 





{—Based on 1947 dividends. 
*—Based on 1947 earnings. 
a—Adijusted. 

b—Fiscal year ended ‘March 31, 1948. 





c—9 months April 30. 
e—3 months June 30. 
f—9 months March 31. 
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Financial Survey of Specialty and Unclassified Stocks 





1947 


"—Net Per Share— 


First Half 
1948 


Div. 
1947 


Div. 
Yield 


Price- 


Earnings Recent 


Ratio 


Price 


Range 
1948 


Invest- 
ment 
Rating 


COMMENTS 





Abbott Laboratories ............... 
Ww 


$5.46 


$2.82 $3.25 


4.8%, 


12.4 


$68 


7934-645 


A2 


Higher costs prevent company from en- 
joying full benefits of record sales. Im- 
provement expected. High grade stock 
pays 50c quarterly plus extras. 





American Bank Note 


1.63 2.00 


7.7 


10.3 


26 


297-185, 


Incoming orders and orders on hand | 
indicate high level of operations for) 
some time to come. 40c quarterly divi- 
dend ‘may again be supplemented by 
year-end extra. 





American Can 


3.6 


11.0 


84 


923/,-76!/4 


Al 


Large food pack indicates new record 
volume of sales. Higher selling prices | 
should protect margins against rising | 
costs. 75¢ quarterly dividend appears | 
secure. 





American Chain & Cable... 
X 


3.65 


5.4 


7.1 


26 


27-18% 


Cri 





Heavy demand for chains and auto 
parts continuing, may lead to new peak 
in net. Dividend is 35¢ quarterly, plus 
occasional extras. 





American Chicle 0... 
Ww 


2.33 a 


5.1 


46 


51-43 


A+2 


Larger sugar supplies permitting greater 

output. Higher selling prices and good 

cost control to maintain earnings at 

high level. 50c quarterly dividend is 
I ted by occasional extra. 





PP 





American Home Products 


1.72 


1.20 


5.5 


22 


2634-204 


Al 


Correction of overstocked dealer situ- 
ation indicates improvement in sales 
and earnings. Good quality stock pays 
10¢ monthly. 





American bee anc cccesecseceeeveen 


1.02 


004 50 


7.1 


6.8 


8/4- l/s 


C2 


Though consumer income remains large, 
long term earnings outlook is unprom- 
ising. Improved finances may permit 
another year-end dividend. 








American News ..................... 


7.0 


7.2 


33 


341/4-29 


B2 


With large passenger travel, sales pros- 
pects appear satisfactory but margins 
are still narrowing. Dividend is 25¢ bi- 
monthly, plus year-end extra. 





American Safety Razov.......... 


.80 


.30 1.25 


15.6 


10.0 


12Yg- 8% 


B2 


With the correction of overstocked 
dealer situation, an improvement in| 
operations is indicated. Dividend re- 
cently reduced from 25¢ te 12!/¢ 
quarterly. 





American Ship Building.......... 


3.00 


7.3 


4! 


46-38! 


Cae 


Recent contracts and possible new 
orders point to a continuation of good 
earnings. Dividend payments again 
expected to reach $3 this year. 





Archer-Daniels-Midland ........ 


4.61(1) 1.25 


4.3 


3.0 


29 


3454-28!/2 


B3 


Use of higher cost materials narrowing 
margins but demand is continuing 
strong. Stock pays 25¢ quarterly, plus 
extras. 





Bristol Myers oo cccnsccsenecnnene 


1.51 1.90 


6.3 


11.3 


30 


3734-2856 


A2 


Larger sales of newly added items ex- 
pected to sustain good earnings this 
year but large capital needs indicate 
a conservative dividend policy. 





Bush Terminal Co............... 


57 35 


44 


6.5 


10'/- 7% 


C2 


High-level business conditions maintain- 
ing good earnings. Dividend payments 
irregular; latest 5% stock. 





Canada Dry ................. 


.66(2) 60 


2 


15%-10% 


B2 


Sales and earnings improving slowly 
but steadily, with longer term prospects 
promising. Large plant expenditures 
may prevent increase in !5¢ quarterly 
payments. | 








Catalin Corp. of America... 


8.3 


11.0 


8I/2- 59%, 


C3 


Increasing costs cutting into profit mar- | 
gins. Dividend payments uncertain. | 
None have been paid to date this year. 





C.I.T. Financial . 
X 


2.07 2.00 


4.7 


21.1 


43 


48!/2-36!/, 


Sharp earnings improvement expected 
to continue for some time. Company 
firmly entrenched. 50c quarterly divi- 
dend may be raised or supplemented 
by an extra. 





Colt's Mfg. ........ 


76 


55(3) 1.75 


46.0 


35 


38!/2-29//2 


Cl 


Demand for company's sporting arms, 
dishwashing machines, and plastics 
fairly large. No dividend paid yet this 
year but another special may be de- 
clared before year end. ‘ 





Commercial Credit ................. 


4.23 2.00 


4.1 


12.4 


49 


5334-363 


Steady expansion in earnings likely for 
the next two years. Company's position 
strong. cpg | increased 65c quarterly 
dividend may be raised further. 





a—Adjusted. 
b—Plus 10% stock. 





(1)—9 months March 31. 


(4)—6 months April 30. 
(5)—9 months April 30. 
(6)—3 months March 31. 


























(2)—9 months June 30. (7)—6 months March 31. 
(3) —20 weeks May 23. 
SD 
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Financial Survey of Specialty and Unclassified Stocks (Continued) 





1947 


—Net Per Share— 
First Half Div. 
1948 1947 


Price- 
Div. Earnings Recent Range 
Yield Ratio Price 1948 


Invest- 
ment 
Rating 


COMMENTS 





Diamond Match ......... . $2.63 
Ww 


$1.98 $2.00 


4.8%, 16.0 $42 46-35% 


Al 


Well diversified manufacturer continu- 
ing to make steady upward progress; 
only moderately subject to cyclical busi- 
ness fluctuations. 37!/.¢ quarterly divi- 
dend plus occasional extras. 





Dresser Industries 3.85 


3.37(4) Nil 


6.8 26 319-21 





Froedtert Grain & Malt... 1.41 


1.19(5) 65 


6.5 7.1 10 12"/o-10 


C+1 


Near-term earnings enhanced by com- 
pany’s growth prospects. Backlog of 
orders large. 37!/2¢ quarterly dividend 
appears secure. 





B—2 


High costs may hold current earnings 
gain to moderate proportions but com- 
pany has expansion possibilities. 12!/2¢ 
quarterly dividend may be supple- 
mented by another year-end extra. 








Gar Wood Industries................def2.78 





1.23(4) Nil 


8 9%4- 5'/2 


Unprofitable lines dropped last year. 
Current operations profitable. Long 
term prospects favorable, but dividend 
resumption uncertain. 





= 
| Gillette Safety Razor 5.11 
| W 


| 








lohouiil renee 1.82 


| 





| Lambert Co... 1.52 


| 
| 


he 2.50 





EN | ee 3.84 
WwW 


1.78 2.80 


7.2 6.4 33 391/4-27%f4 





75 6.0 a 131/4-10 


Recent acquisition of Toni Company 
may raise sales and earnings to new 
record heights. Another year-end extra 
may be paid in addition to 62!/2¢ 
quarterly dividend. 





B2 


Low rates and notable increase in vaca- 
tion travel point to well maintained 
earnings. Current rate of 25¢ quarterly 
expected to continue. 





13.2 12.5 i9 24 -18!/, 





7.6 9.6 37 38!/,-31'/, 


High costs restrictive but expenses 
coming under better control, with wid- 
ening margins indicated. 37!/,¢ quar- 
terly dividend should continue. 





A2 


Company continuing to maintain its 
good record, with further improvement 
indicated. 40c quarterly dividend is 
supplemented by sizable year-end extra. 





Nopco Chemical . 2.94 


85 1.80 


6.4 9.5 28 36!/g-28!/, 


B3 


Sales increasing but high costs narrow- 
ing margins. 40c quarterly dividend 
may continue and possibly be supple- 
mented by another year-end extra. 





Rexall Drug ................ Jl 





def.03 37 


6.1 11.8 6 8 - 5IA 


C+3 


High costs and abnormally large write- 
downs have hindered results but mar- 
gins should widen in future. Working 
capital needs may preclude dividends 
this year. 





Savage Arms 1.59 


1.83 1.00 


7.1 8.8 14 15 - 8% 


Has well diversified activities in addi- 
tion to producing small arms. Earnings 
improving but competition becoming 
keener. 12'¢ monthly dividend should 
continue. 





RININIGNIE eects co 7.04 


8.3 4.3 30 36 -27!/ 


B2 


Increasing costs may narrow margins 
slightly but high nat sales is indicated 
further bolstered by expanding textile 
division. Recent payments of 50c quar- 
terly should continue. 





SE Te ee Ne RS TS 
x 


yA 1.50 


as 10.0 28 30%/4-20% 


Unfilled orders substantial. Two recently 
acquired farm machinery units enhance 
long term growth prospects. Dividend 
rate lately raised to $1 semi-annually. 





Sterling Drug --ecencecenecnennee 3.09 
WwW 


1.94 2.00 


5.7 11.3 35 391/4-32'/ 


Al 


With consumer income well maintained, 
sales should expand; profit margins 
due to rise. Earnings to be well main- 
tained. 50¢ quarterly dividend appears 
secure. 





BPO bINGS oe «| Oe 


19(6) 2.126 


13.2 2.4 16 211/4-15% 


C3 


Some improvement is likely from low 
level of first half net but longer term 
outlook is clouded. 62'/2¢ qarterly divi- 
dend is not assured. 





Vick Chemical 2... 3.06 
WwW 


2.63(1) 1.50 


6.2 7.8 24 29'/2-22 


B2 


With a levelling off of raw materials 
costs, and greater diversification, grad- 
ual improvement in earnings is indi- 
cated. 30c quarterly dividend plus oc- 
casional extra. 





WECIQE@ON cost, - "29 





1.66(7) 1.85 


6.0 9.4 31 3574-30 


Margins should improve with declining 
food costs and addition of new large 
units. 40c quarterly dividend is supple- 
mented by year-end extra. 








Wrigley 4.25 
WwW 


4.5 15.6 66 69 = -60!/, 


Al 


Heavy demand for chewing gum ex- 
pected to continue. Profit margins wid- 
ening. Another 50c year-end dividend 
may supplement regular 25¢ monthly. 





a—Adijusted. 

b—Plus 10% stock. 
(1)—9 months March 31. 
(2) —9 months June 30. 
(3) —20 weeks May 23. 


(4)—6 months April 30. 
(5)—9 months April 30. 
(6)—3 months March 31. 
(7)—6 months March 31. 
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Milestone 


When the market is extremely 
dull or reactionary in late sum- 
mer the general tendency is to 
hope for something better “after 
Labor Day’. However, this last 
holiday of the summer has never 
been a milestone of any particular 
significance. Under adverse con- 
ditions — economic, psychological 
or both—the month of September 
has brought declines in stock 
prices. Under favorable condi- 
tions it has brought advances. 
The declines have been more 
numerous than the advances, 
probably by mere happenstance. 
There have been some bad spills 
in September — for example, in 
1907, 1929, 1930, 1931, 1932 and 
1937 — and no comparably spec- 
tacular gains. For this reason, 
over the last 50 years the total 
downside “mileage” in this month 
has largely exceeded that on the 
upside. But each year finds every- 


thing depending on circumstances 
and sentiment. What with one 
thing and another, this column is 
resigned to an unexciting month. 
Short of a war, the chances are 
against further important decline 
in nearby weeks, against more 
than trading-range rallies, against 
more than sub-normal volume. 


Pay-Off 


Over a long period of years the 
trend of the market has diverged, 
often widely, from the trends of 
production, commodity prices, 
corporate earnings and dividends. 
Taking average annual results, 
the closest relationship has been 
that between composite stock 
prices and total dividends. That 
is logical, for production and com- 
modity price trends have invest- 
ment meaning chiefly as they af- 
fect earnings; and earnings have 
meaning to stockholders mainly 
as they are translated into divi- 





























| INCREASES SHOWN IN RECENT EARNINGS REPORTS 
; 1948 1947 

PMID soo sibs cob seve tesesterssicsseanccbacines nabad Year June 30 $3.89 $3.76 
PRIN NINN 32. oo sis5c ce tsecisiile.oMcuxdeysceccece 6 mos. June 30 3.46 2.70 
Federated Dept. Stores ...........................0.. 6 mos. July 31 2.04 1.51 | 

{| Interstate Dept. Stores .......0..0...0..cc.. 6 mos. July 31 1.90 1.02 
on oT ee ne 12 mos. July 31 3.74 3.54 
Republic Natural Gas ...........0.00..00..0..0c0.... Year June 30 2.72 2.10 
I ee a ee 6 mos. June 30 1.45 1.06 
IND NINN 555 0555.525 4 coiscodesvexivecbesseiamocceen 6 mos. June 30 2.28 2.09 
Sieentppee PN MRERRNER «067, <.5,,c2s0nstcdcen eins cat ease 6 mos. June 30 1.92 1.04 
ee NNOMMMER, 525.0. ovo ce vabpcareiestnansatrioeeec wveatee 6 mos. June 30 3.09 2.69 
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dends. Today dividends on an 
over-all basis are highly conserv- 
ative relative to earnings, and the 
market is at a level moderately 
conservative relative to dividends 
—with average yield of all divi- 
dend-payers on the N. Y. Stock 
Exchange exceeding 6%. Barring 
war, this puts a cushion under the 
market, around or above the lows 
of the last two years, as long as 
dividends hold up. They will set a 
new all-time peak for 1948. As- 
suming, merely to make a point, 
that 1949 is a year of recession, 
it is this column’s surmise that 
total dividends might shrink by 
something like 20%. That could 
not justify bear-market lows 
nearly as extreme as those of 
1938 or 1942. Perhaps the next 
real “bargain-counter”, whenever 
it comes, is somewhere in the area 
150-135, Dow-Jones industrials; 
rather than the 120-95 range that 
would be suggested merely on a 
historical basis. This is not a pre- 
diction — just some _ tentative 
“thinking out loud”. (In ease of 
war, the lowest market potential 
will be anybody’s guess.) 


Mathieson 


Mathieson Chemical (formerly 
Mathieson Alkali) will earn in the 
vicinity of $4 a share for 1948. a 
record high, comparing with 
$3.34 last year. Considerable 
progress has been made in diver- 
sification. The dividend has just 
recently been raised to a $2-a- 
year basis from $1.50. In view of 
the conservatism of the manage- 
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ment and the good past record, 
there can be no question about the 
company’s ability to maintain the 
new rate under any conditions 
now foreseeable. A year-end extra 
is quite possible. Around 37, the 
stock is selling at less than 10 
times earnings and on a yield of 
nearly 5.4%. That is certainly a 
moderate basis for the equity of 
a seasoned chemical company 
whose ultimate growth prospects 
appear promising. 


Confirmation 


This column has cited Commer- 
cial Credit as an exceptionally 
good value and predicted a high- 
er dividend. The prediction has 
been borne out sooner than we 
had counted on, for within the 
past fortnight the dividend has 
been boosted to a $3-a-year rate 
from $2.60. Now around 49, the 
stock yields a bit over 6%. The 
higher rate is still less than 40° 
of indicated earning power, so the 
writer regards the boost as a 
“down payment”. On a 12-month 
view, Commercial Credit probably 
can be figured as a $4-dividend 
stock. 


Warning 


The fact that total corporate 
earnings are still running at peak 
levels is due to continuing gains 
by a small minority of big indus- 
tries, of which oil is foremost. 
Perhaps the most significant thing 
is that so large a minority of in- 
dividual companies—around 40%, 
as indicated by the first half-year 
reports—are netting less than a 
year ago. This is before there is 
any vestige of general business 
recession or general weakness in 
selling prices. In many lines the 
marginal companies are slipping, 
which is itself an indication of 
“toppiness” in the inflationary 
boom. Even with regard to sound- 
ly established companies, the “‘ac- 
cidents” and the miscalculations 
are increasing. At present break- 
even points, total earnings can 
take a dizzy dive whenever there 
is a general business recession of 
any proportions. As we have sug- 
gested before, this is a time to 
pay much more attention to the 
solidity of individual dividends 
than to earnings. 


Example 


For the fiscal year ended May 
31, Stokely-Van Camp (food 
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packers) had a decline of about 
11% in sales, despite continuing 
high or rising food prices; but the 
net profit fell over 64%. The per- 
formance indicates pretty obvi- 
ously that the company would be 
in the red in no time at all under 
a general business deflation. It is 
one of the many, with an unim- 
pressive prewar record, which 
have had easy pickings during the 
war and early postwar years. 


Value 


Due to higher costs and conver- 
sion of debentures, the 1948 earn- 
ings of Consolidated Gas of Balti- 
more (Consolidated Gas, Electric 
Light & Power Co.) will probably 
be in the neighborhood of $4.75 a 
common share, against $4.92 last 
year. However, any likely year-to- 
year variation in profits should 
not make much difference. The 
outstanding thing about this stock 
is the dividend. It is $3.60 a year 
—no more and no less. That rate 
has been paid, and amply covered 
by earnings, under all sorts of 
conditions, including deep depres- 
sion in 1932-1933 and moderate 
depression in 1938. The dividend 
record has been continuous and 
liberal since 1910. The stock 
ought to sell almost entirely on 
an income-yield basis; and the 
yield of around 5.6% at this writ- 
ing ought to be attractive, quality 
considered. However, every com- 
mon stock is affected by general 
market sentiment, more or less. 
This one sold down to 39 in 1932 
under conditions which almost 
certainly will not be repeated; 
and to 391% in the war-born bear 
market of 1941-1942. Barring 
war, the 1938 bear-market low of 
55 is probably the best guide; and 
it suggests that the stock can be 
regarded as in a good buying zone 
anywhere under 65. The 1946 
high was 91; that in the 1936- 
1937 market rise was 9414. 


Studebaker 

In a normal automobile market 
a high percentage of motorists 
stick to one make, once they have 
bought it. One reason is just 
habit; another is a better turn-in 
deal than can usually be had in 
switching makes. It follows that 
the so-called independent manu- 
facturers, who have found it easy 
to sell cars in volume since the 
war, will not have their “ears 
pinned back” under Big Three 
competition as readily as some 
investors have feared. The radic- 
ally higher prices of the most 
popular makes also make it some- 
what easier for the independents 
to get and hold business; for 
when you have to pay close to 
$2,000 for a so-called low-priced 
car, better cars, at a little more, 
appeal to many people. Outside of 
the Big Three, Studebaker is in 
the best position in every respect. 
According to general report, its 
postwar cars are more free of 
“bugs” than any other make in 
anything like the same price 
class. They have made a big hit; 
and major model changes should 
be unnecessary for an extended 
time. Earnings this year prob- 
ably will be over $7 a share, a 
new peak by a very wide margin. - 
This column has a notion that the 
stock is quite a bit less speculative 
than it is generally considered to 
be. It has for some time been act- 
ing well in a poor market, selling 
around 2534 at this writing 
against 1948 high of 2914 and 
low of 1614. 


Atchison 


Earnings of the Atchison, 
Topeka & Santa Fe this year 
probably will be close to $23 a 
share. They are so excellent that 
stockholders long have been ex- 
pecting a boost in the $6 dividend 
and a stock split. Possibly one or 
both are due but still “around the 


(Please turn to page 607) 
































DECLINES SHOWN IN RECENT EARNINGS REPORTS 
1948 1947 
American Smelting & Ref. ........................ 6 mos. June 30 $5.18 $7.28 
GeRNGRINNCE WEOROY 6 occccsoscebnciiciccccndccdecscacices 7 mos. July 31 1.49 1.76 
Chicago Pneumatic Tool ............................ 6 mos. June 30 5.07 5.77 
Consolidated Grocers ................... pa Mem ee, Year June 30 2.86 3.86 
RUIN DIN oso oo oe S oo oo cakes codseciwczensce 6 mos. June 30 1.32 2.36 
Keystone Steel & Wire ................0..0..0..... Year June 30 9.09 10.43 
Preevceintccenst PUqturee... 5... 55-0600 ccesccescsscceecses 6 mos. July 3 1.96 2.45 
Radio-Keith-Orpheum .............................. 26 weeks July 3 49 1.30 
United Board & Carton .............................. Year May 31 4.95 5.11 
MOM MIN one css ects linc ede bdesesniodanyniedeee 3 mos, July 31 -21 77 
j 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Clark Equipment Company 


“Please advise on the nature of Clark 
Equipment’s business and recent sales 


and profits.” 
M. K., Clinton, Iowa 

Net earnings of the Clark 
Equipment Company in the six 
months ended June 30, 1948 
totalled $2,449,193 after provision 
for Federal income taxes, com- 
pared with $2,143,722 in the cor- 
responding period of preceding 
year, also after taxes but before 
provision for a $500,000 inven- 
tory reserve. 

After preferred dividend re- 
quirements, the 1948 six month 
profits were equal to $5.06 a share 
on 475,232 shares of common 
stock outstanding, compared with 
$4.42 a share on the same basis a 
year before. 

Net profits in the three months 
ended June 301948, were $1,186,- 
111, equal to $2.45 a share, com- 
pared with $973,962 and $2.00 a 
share in the same quarter of 1947. 

Clark Equipment Company 
manufactures motor truck and 
farm tractor components, indus- 
trial trucks and other transpor- 
tation equipment. Dividends in 
1947 totalled $2.75 a share which 
included extras and $1.00 was 
paid in the first half of the cur- 
rent year. 


Pillsbury Mills, Inc. 


“Please furnish recent sales volume, 
earnings, new products and new financ- 
ing of Pillsbury Mills.” 

M.T., Albuquerque, New Mexico 

Net sales of Pillsbury Mills 


reached a new high for the crop 
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year ended May 31, totalling 
$226,914,725 as compared with 
$188,270,196 in the preceding 
year. Due to such factors as in- 
vestment in the creation of long- 
term customer franchises, net 
earnings for the year were lower 
than last year, amounting to 
$3,736,522. After deducting the 
dividends on the preferred stock, 
this was equal to $6.13 a share on 
the common stock as compared 
with $7.73 last year and $3.52 for 
1945-1946. Dividends of $2 a 
share for the year were paid on 
common stock, the same as was 
paid in the previous year. One of 
the large items of expense — an 
investment for the future, is the 
continued policy of introducing 
new products to better balance 
the company’s lines. 

The Company borrowed $12,- 
000,000 from an insurance com- 
pany on an unsecured long-term 
314, percent promissory note in 
April to augment its working cap- 
ital and to replace in working 
capital the funds required to im- 
prove and expand plant facilities. 
Working capital on May 31, 1948 
amounted to $33,677,158. 

A new soybean oil processing 
plant was completed at Clinton, 
Iowa, during the past year and 
work is ahead of schedule on a 
new Pre-Mix Plant, office and lab- 
oratory at Springfield, Illinois. 
Globe Mills, the company’s West 
Coast Division, now is operating 
the new Los Angeles 1,200,000 
bushel elevator and new feed 
plant and soon will be moving in- 





to the new office building in East 
Los Angeles. Meanwhile, a new 
pilot plant is under construction 
at Minneapolis, and other re- 
search facilities are being doubled 
in space. 

Pillsbury Pie Crust Mix and 
Pillsbury Hot Roll Mix became 
well established in their fields 
during the past year and the com- 
pany now is in the process of in- 
troducing Pillsbury Cake Mix and 
Pillsbury Chocolate Fudge Cake 
Mix. 

Gamble-Skogmo Inc. 

“Please furnish information as to dis- 


tribution outlet of Gamble-Skogmo Inc., 
net working capital and recent earn- 


ings.” 

. H. A., Syracuse, N. Y. 

The preferred and common 
stocks of Gamble-Skogmo Inc., 
retail and wholesale general mer- 
chandising firm, was_ recently 
listed on the New York Stock 
Exchange. 

Gamble-Skogmo Inc. was incor- 
porated in 1928, just three years 
after the co-founders opened an 
auto accessory store in St. Cloud, 
Minnesota. The firm now distrib- 
utes merchandise through 1742 
independent dealers stores and 
519 company operated stores lo- 
cated in 25 states, 4 Canadian 
Provinces, and the Territory of 
Hawaii. 

The statement of operations of 
Gamble-Skogmo Ince. for the first 
six months of 1948 showed that 
consolidated income, after taxes, 
was $2,367,900, which, after pro- 
vision for dividends on preferred 
stock, equalled 94c per share of 
common stock. Stock outstanding 
as of June 30, 1948 was 119,800 
shares of cumulative convertible 
preferred and 2,478,542 shares of 
common. 

Net sales for the first six 
months of 1948 were $71,337,600, 
an increase of 6.21 percent over 
the same period of 1947. Sales for 
the month of July this year were 
$13,613,000, an increase of 17.64 
percent over July, 1947. 

At June 30, 1948, current as- 
sets totalled $52,989,100 and cur- 


(Please turn to page 605) 
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Keeping Abneast of Industrial 


¢ and Company News ° 





American Viscose Corporation and Puget Sound 
Pulp & Timber Company are jointly organizing the 
Ketchikan Pulp & Paper Co. to construct a pulp mill 
in Alaska capable of producing 300 tons of high 
alpha pulp for use in making rayon and other prod- 
ucts. The new company hopes to begin building its 
mill in the summer of 1949. It has extensive virgin 
timber acreage, consisting of 75 percent hemlock and 
25 percent spruce. 


A new fluorescent lamp has been developed by the 
Westinghouse Electric Corporation. This new 250- 
watt tube produces more than five times as much 
light as an incandescent light bulb of equal wattage, 
and brings 50 percent more light into the kitchen 
than a 20-watt fluorescent lamp for only 25 percent 
more electricity. 


The Pennsylvania Railroad has announced that it 
is beginning the largest building program in its his- 
tory, calling for a total outlay of $216,700,366. M. W. 
Clement, president, set forth a plan that would make 
rolling luxury liners of the trains of the future. 
Among the many features to be pushed are super- 
vised children’s playrooms for every through pas- 
senger train, refreshment lounges, temperature con- 
trols, new style wheel trucks that eliminate virtually 
—— on curves, more comfortable quarters, and 
others. 


Fulfilling a century-old dream of the steel indus- 
try, Republic Steel Corporation and Babcock & Wilcox 
Tube Company have developed a method and a sim- 
ple machine that is expected to revolutionize steel- 
making in this country. This is the casting of steel 
in one step, from the liquid phase to semi-finished 
shapes, in contrast to the many expensive steps cur- 
rently in use. Spokesmen claim that the new method 
will not only result in savings of at least $3 a ton but 
it will also increase productivity by a substantial 
margin. 


Minneapolis-Honeywell Regulator Company has 
developed a new electronic control system that is be- 
lieved to be one hundred times more sensitive than 
older types. The thermostat consists of a coil of 
wires that reacts instantly to minute temperature 
changes. 


Flawless glass is now being produced by an electri- 
cal heating process using electrical equipment de- 
veloped by General Electric Company. Electric cur- 
rent is passed through the glass and converted into 
heat by the resistance of the material. 


Carrier Corporation has devised a new high- pres- 
sure conduit system in which the piping requires 
substantially less space than in old-style systems. 
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Company says that this feature has created a de- 
mand for the product in ships as well as hotels, 
apartment buildings, and offices. 


The Chevrolet division of General Motors has 
turned out its 21,000,000th vehicle. This “‘milestone 
model” was a gray cabriolet assembled at the Flint, 
Michigan plant. The 20,000,000th model was turned 
out November 12, 1947. When the company first 
began assembly line operations in 1912, it turned 
out only 3,000 units. 


The first major high-speed rotary dial telephone 
system in the United States has been placed in opera- 
tion by the Rochester Telephone Company. Designed 
by International Telephone and Telegraph Corpora- 
tion, the rotary system provides for interconnection 
of dial and manual central offices during the period 
of conversion and subsequent integration of the sys- 
tem through inter-central office automatic trunking. 


Complete coast-to-coast television networks are 
expected to be in operation by the end of 1952, ac- 
cording to F. M. Folsom, executive vice president of 
Radio Corporation of America. He views the San 
Francisco area with particular attention, “because 
here we will learn much about the operation of tele- 
vision in a mountainous region, and many interesting 
new developments will result from tests made here.” 


A sharp upturn in the sales of oil burners is ex- 
pected by equipment manufacturers during the last 
half of this year, although sales for the first six 
months were only 28.8 percent of the 1947 totals. 
W. A. Matheson, executive vice president of Eureka- 
Williams Corporation, states that the upturn will 
occur because “now the fuel oil shortage is over, ac- 
cording to the best authorities available to us.” 


The biggest passenger ship contract ever nego- 
tiated in this country has been signed. American Ex- 
port Lines has awarded a contract to the Bethlehem 
Steel Company for the construction of two fast pas- 
senger liners to cost at least $46,000,000. These will 
be 20,000-tonners designed especially for Mediter- 
ranean service, with complete air-conditioning and 
the lastest American safety equipment. They will be 
the fastest liners ever ordered for such a service. 


On September 15 of this year, simultaneous 
christenings will be held in New York and Chicago 
for a wholly new edition of New York Central’s 
famed Twentieth Century Limited. The identical all- 
room luxury trains are rapidly being completed by 
Pullman-Standard Car Mfg. Co. The cost of these 
streamliners will be approximately $4,000,000, and is 
part of Central’s $86,000,000 postwar passenger 
equipment program, claimed to be the largest of 
any railroad. 
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The extent to which mid-summer doldrums have affected 
industrial operations is now being reflected in business 
statistics. While they show a declining tendency, largely 
— because of sporadic inter- 
— ruption due to weather con- 
BUSINESS ACTIVITY|| | ditions, plant shutdowns for 
PER CAPITA BASIS ===j| | vacations, etc., they also 
oA. 'W. S. GNDES hold the prospect for fairly 
prompt recovery after these 
seasonal factors are out of 
the way. Thus car loadings 
pes i are holding well 
up to their seasonal level, a 
sign that economic funda- 
mentals remain strong. Earl- 
ier fears that there might be 
no seasonal snap-back are 
now pretty well dispelled. 

During July, industrial pro- 
duction in terms of the Fed- 
eral Reserve Board's index 
declined five points from 
its June level of 192, but at 
187 was still eight points 
above the July 1947 figure. 
As expected, the bulk of the 
drop occurred in non-dur- 
able manufactures, the in- 
dex of which declined from 
179 to 172 while the dur- 
able index fell off to 220 
from 222. The sub-index for 
minerals receded from 159 
to 154, 

The August index will 
show a moderate recovery 
from the July figure, though 
the latest heat wave may 
be found to have narrowed 
the recovery rate. Septem- 
ber should be the real 
month of test. It stands to 
reason that it will be in the 
non-durable sector where 
greatest strides towards im- 
provement must be made to 
bring the production index 
back near the high average 
of the first half of the year. 

Summer influences also 
were responsible for a 10°%/, 
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drop in manufacturers’ sales during July, from $17.7 billion 
to $16 billion, about twice as big a drop as shown a year 
ago. It primarily reflects a pattern set last year when factory 
closings for vacation periods became widespread; but it also 
mirrors some curtailment of production, chiefly in textiles, in 
response to declining demand for goods as wholesalers and 
retailers tightened up on inventories. Hence here, too, the 
biggest drop occurred in non-durables, from $10.6 billion in 
June to $9.6 billion in July, whereas a negligible decline 
occurred a year ago. Durable goods sales receded from $7.1 
billion to $6.4 billion, about the same percentage drop as 
last year. 

Manufacturers’ inventories went over the $30 billion mark 
in July as makers of soft goods continued to pile up stocks 
at a steady clip; that means an increase of $362 million 
from June. Soft goods climbed $224 million to $16.1 billion 
while hard goods inventories rose $138 million to $14 billion. 

Though confirming earlier indications that soft goods stocks 
have been mounting uncomfortably, the figures nevertheless 
cannot be taken fully at face value; July normally is a fairly 
erratic month because many companies shut down completely 
for several weeks. Most of the July inventory increase was in 
food, textile and apparel lines, but holdings in these lines 
tend to reach a peak in summer—in food because of the can- 
ning season, in textiles and apparel because of autumn trade 
expectations, 

Price Trend Disparity 

The current disparity in price trends is ample evidence that 
we are heading towards a transitional period though it is 
difficult, and perhaps risky, to be too specific about the latter 
at this early stage. Materials supply conditions are beginning 
to show sharp contrasts. But living costs have hit a new high 
at 173.7% of the 1935-39 average, a rise of 9.7% over a 
year ago, 30.3% over the June 1946 level and 76.2%, over 
the August 1939 level. As a result, General Motors under its 
automatic wage adjustment clause in its UAW contract had 
to raise wages three cents an hour to compensate for the cost- 
of-living increase. 

Abundant crops and weakening farm commodity markets 
have brought a bevy of predictions of an early downturn 
in living costs. This column is far from convinced that such 
will be the case. Farm prices are effectively supported by 
Government policy, and food processing costs have risen 
considerably, enough probably to offset any likely decline in 
raw food costs. In food processing, also, the rise in wage 
scales has outrun productivity per man-hour. In the circum- 
stances, any decline in living costs, if and when it comes, will 
be limited—and it may not come so very soon at that. Not 
only wages, but higher operating and freight costs militate 
against it. What's needed is removal of the unconscionably 
high price support levels for farm producers. 
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The Business Analyst 





MONEY AND CREDIT—Stock market dullest in nearly five 
years as prices rally feebly. U.S. and foreign government 
bonds off fractionally. Bank stocks reactionary. Advance in 
call money rate by a leading New York bank has not been 
followed by others. Demand for brokers loans is too small, and 
offerings too large, to support a higher rate. Despite President 
Truman's prediction of a deficit, the Treasury thinks it can 
retire at least $2.8 billion of U. S. securities before June 30, 
1949, including $1 billion before Christmas. Treasury will pay 
off in cash $451 million of partly tax-exempt bonds when they 
mature on Sept. 15. During fiscal '48, $7,329 million of U. S. 
securities were redeemed at maturity. Contrary to a rather 
prevalent impression, the latest wave of price advances is not 
being fueled by an expanding money supply. Reserve bank 
credit, demand deposits and total earnings assets of the com- 
mercial banks are all a little lower than a year ago. The banks 
are merely substituting more profitable business credits for 
their investments in U. S. securities. The shift is made possible, 
or at least facilitated, by the Treasury's policy of supporting 
prices for U. S. securities. 


TRADE—For the most part, the dollar totals, and even unit 
quantities, of goods moved at retail continue to hold well 
above a year ago. Thus department store sales in the fortnight 
ended Aug. 21 were 13% ahead of the like period a year 
earlier, compared with a cumulative gain of only 8% for the 
year to date. 


INDUSTRY—Business activity picked up fractionally in the 
fortnight ended Aug. 21, to a level 5!/2% above last year. 
Unit volume of consumer goods produced during the second 
quarter was a little smaller than in the first quarter; though 
rising prices were mainly responsible for a small increase in the 
total gross national product. A few industries have already 
passed their boom-time péaks. 


COMMODITIES—Farm products prices tend to stabilize. Big 
problem now is to find storage space. Government costs to 
support prices this year will run into billions. 





Department Store Sales in the fortnight ended Aug. 21 
were 13%, above the like period last year, compared with a 
cumulative gain of only 8% for the year to date. Consumer 
demand for goods is thus well ahead of last year, even on a 
physical volume basis, despite higher prices. 

* * 


Prices at wholesale, along with Living Costs, have risen to 


new all-time heights. 
* * 


Owing mainly to a post-vacation splurge in check payments, 
Business Activity expanded fractionally in the fortnight 
ended Aug. 21, to a level 5!/2°% above last year at this time. 

eS * 


Goods produced and services rendered (the Gross Na- 
tional Product) during the second quarter were valued at 
1° more than for the first quarter; but most of the gain was 

ue to wage and price increases. Unit volume of consumer 
goods production was a little lower than for the first quarter. 

a 

A few industries appear to be approaching, or have already 
passed, their boom-time peaks. Thus new orders booked by 
Furniture makers during July were 2% below July, 1947, 
against a 10% increase for seven months. Unfilled orders as 
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of July 31 were 6% under a year earlier, and employment was 


off 1%. . 


* 

It looks, too, as though the post-war peak in Dwellings 
starts has already been passed. This year the seasonal peak 
was reached in May, two months earlier than last year. More- 
over, the number of new housing units, 94,000, started in July 
was only 15°% more than in July, 1947; whereas the 550,000 
started in seven months were 28%, ahead of the like period 


last year. 
* * 


- 

As in 1947, Los Angeles !eads in Housing Permits issued 
this year, with New York City second. Substantial drops in 
building permits issued during July were reported from Atlanta, 
Baltimore, Cleveland, Dallas, Miami, Milwaukee, Philadelphia, 
San Antonio and Washington. 

* 


* 

The nation’s Air Lines lost $16 million in the 12 months 
ended March 31; so the C. A. B. has just allowed a 10% fare 
boost, the third increase since April, 1947. This would raise air 
line fares to a little over 6 cents a mile; but not all lines have 
as yet adopted the higher fare, a circumstance that might 
develop into a difficult competitive sitaution. 

* * 


The rails are beginning to catch up a little on their Equip- 
ment shortage. In July, while only 7,920 new freight cars were 
installed, this was 45%, better than for the like month last year. 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk. or .or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
MILITARY EXPENDITURES—$b (e) | July 13t0 E321. (Continued from page 601) 
Cumulative from mid-1940. July 370.0 369.2 357.4 13.8 | But for seven months the total was 58,893, 
FEDERAL GROSS DEBT—$b Aug.25 253.1 253.2--259.9 ~—«55.2._| Which was 140% more than last year. Dur. 
ing the first seven months, 32% more freight 
MONEY SUPPLY—$b cars were put into service than were retired, 
Demand Deposits—94 Centers_____ | Aug. 18 46.7 46.7 468 26.1 | whereas during the like period of 1947 in. 
Currency in Circulati Aug. 25 28.0 28.0 28.3 10.7 | stallations fell short of retirements by 24%. 
Class | railroads put 762 new locomotives 
BANK DEBITS—13-Week Avge. into service in seven months, 54% more 
New York City—$b Aug. 18 8.34 843 745 4.26 | than in the like period last year. Equipment 
93 Other Centers—$b Aug. 18 12.34 12.32 10.96 7.60 | on order as of Aug. 1 included 125,290 
PERSONAL INCOMES—$b (cd3) i 214 209 194 102 freight cars—7%/, more than a year earlier, 
Salaries and Wages June 133 130 124 66 and 1,628 locomotives—up 100 / or 
Proprietors’ Incomes June 53 5! 45 23 Actual Carloadings in 32 weeks up to 
Interest and Dividend June 17 i7 15 10 Aug. 7 this year have fallen short of predic- 
Transfer Payments June it I 10 3 tions compiled from earlier estimates by the 
(INCOME FROM AGRICULTURE) June 27 25 22 10 regional — —e board. Thus 
total carloadings for the period are down 
cron EMPLOYMENT—m (cb) July 61.6 61.3 60.1! 51.8 3.5%, from the first 32 coke of 1947, com- 
Agricultural Employment (cb) |_ July 9.2 9.4 10.1 8.8 ared with a forecast increase of 3.6%; 
Employees, (Manufacturing (Ib) | June 16.1 15.9 15.7 13.8 ivestock loadings are down 21.7% . a 
Employees, Government (Ib). | June 5.6 5.6 5.4 4.6 ee ee 
a a predicted decline of only 9.3%; grain 
ERPS Ten (a) July vad - td 3.8 | and grain products down 15%, against a 
FACTORY EMPLOYMENT (1b4) June 157 «155.—Ss«dSS~—Ss«iT~SC=S Predicted decline of only 5%; lumber and 
Durable Goods June 183 «184—Ss«184~—Ss«175 _| forest products off 4°/,, against an expected 
Non-Durable Goods June 136 ©=«133,—=Ss«132,—~Ss«23.—~—=«inereaase of 3.7%; coal and coke off 2%, 
FACTORY PAYROLLS (1b4) May 346 347 319 98 against the predicted increase of 3.6%. It 
appears doubtful if any of the greater-than- 
FACTORY HOURS & WAGES (1b) expected declines were caused by car short- 
Weekly Hours June 40.0 398 402 403 | ages. In the case of livestock, the drop is 
Hourly Wage (cents) June 131.9 130.1 122.6 78.1 obviously due to a slump in meat animal 
Weekly Wage ($) June 52.81 51.76 49.33 32.79 | marketings. . , 
bd 
PRICES—Wholesale (1b2) Aug. 21 169.2 169.0 153.5 92.5 The Railroads have readied a request 
Retail (cdlb) June 193.5 192.1 192.1 1162 | tothe I. C. C. for permission to raise freight 
rates an additional 7%,, estimated to yield 
COST OF LIVING (1b3) June 171.7 170.5 157.1 110.2 $611 million annually in net revenue. 
Food June 214.1 210.9 = 190.5 113.1 Freight rates now in effect are 44°, above 
Clothing June 196.9 197.5 185.7 113.8 mid-1946, This has added more than $2.5 
Rent June 1168 1165 109.2 107.8 — a year to —— costs. ie carriers 
RETAIL TRADE—S$t esitate to raise tares much more lest pas- 
Retail Store Sales (ed) June lo71 10.71 9494.72. | Senger traffic, already 10%, below last year, 
ae ay coer soba — io. ae a shrink even farther. Higher passenger fares, 
Noa-Durable Goods _.__|_ June 7.85 7.99 7.09 3.58 mail payments and = charges have 
Dep't Store Sales (mrbi___......_ | June 0.8! 0.82 0.72 0.49 also added $365 million yearly ad rail 
Retail Sales Credit, End Mo. (rb2)_. | June 1s 2 «- se a aad 
: In their latest request for a freight rate 
peers wer aan 262 244 os - increase, the carriers cited as their reason 
+ severe Sa one mn ti ss the old-fashioned ambition to earn 6% on 
Non-Durable Goods June 235 230 230 157 — Seg ps Does ne ~_ 
Shipments (cd2)—Total June 335 328 295 187 : + ht , eee ier regulate 
Durable Goods June 374 353 328 227 rere eal owed toommn® To when 
Non-Dereble Good ; a. mie vee nd the U. S. Government itself pays a maxi- 
nein ee ea aed mum of only 2!/2% on its borrowings? And 
BUSNESS INVENTORIES, End Mo. if, by some miracle, such an industry were 
Total—$b (cd) Bian! 39.7 39.0 335 289 | permitted to reach its goal of 6%, how long 
eafestinened? Pte 17.8 16.9 15.1 16.7 | Would the rail unions wait before demand- 
Wholesalers’ eh 8.1 8.1 68 41 | ing a sizeable slice? Ever since the New 
Retailers’ June 138 140 116 g.| | Deal boys under leadership of the late 
Dept. Store Stocks (mrb) June 2.2 2.3 1.9 1.4 President Roosevelt encouraged wage in- 
creases and permitted compensating rate 
BUSINESS ACTIVITY—1—pc Aug. 21 166.7 165.7 160.9 141.8 | increases to win votes, there have been 
(M. W. S.)—!—np. Aug. 21 188.0 187.8 179.1 146.5 | continuous dizzy rounds of wage and rate 
602 THE MAGAZINE OF WALL STREET 











seasc 
Data 
(192 
and 

Per ( 





No. « 
Issue 
312 | 


| 


BOeoore 


WWNNINOUNY ONAN UID WwW 
, an st ns A. A. 2 SL .., -. ... . . . O e  eee 





/ 


SEPT 



























































































































































Latest Previous Pre- 
K Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) July 187 192 176 174 increases which have brought to the rail- 
3 Mining rer bes bi be. bis roads little more than a cat gains by chas- 
' ie —- win Ms pr pe a ‘a — ing its tail. And the position of legitimate 
re can sn et lt : investors has been rendered even more pre- 
re CARLOADINGS—t—Total Aug. 21 90! 891 901 833 carious by the spread of leftist propaganda 
” Manufactures & Miscellaneous_____ | Aug. 2! 394 385 396 379 denouncing profit as something evil of itself. 
n- Mdse. L. C. L. Aug. 21 106 105 116 156 a S 
fo —_ = = = = bs Political propaganda, aimed at divert- 
“ ELEC. POWER Output (Kw.H.)m Aug. 21 5,391 5318 4,953 3,267 ing the public’s attention from the main 
nt SOFT COAL, Prod. (st) m Aug. 21 2300 1250 120 10.8 br bo io pisciteieetb i her 
90 Cumulative from Jan, !____._ | Aug. 21 368 356 390 446 SPT, r Y g g h 
Sr, Stocks, End. Mo Tuite 58.0 47.0 49.8 61.8 vances tor vote-capturing Purposes, has 
led people to believe that an expanding 
PETROLEUM—(bbis.) m | Soke Money Supply is the true culprit. So Con- 
to Crude Oouput, Daily—____ —_—- a - Pi _ gress has passed a law empowering the 
ic- tera — pn re ye an 2 Federal Reserve Board to contract the 
he Heating: Oil Stocks Aug, 21 $3 6 52 55 money supply by raising reserve require- 
us ments. Actually, according to the weekly 
wn LUMBER, Prod. (bd. ft.) m Aug. 21 587 573 514 632 bank statement, the money supply, instead 
m- Stocks, End Mo. (bd. ft.) b______ | June 5.9 5.8 5.7 12.6 | of expanding, has contracted a little during 
loi STEEL INGOT PROD. (st.) m July 7.08 7.26 6.58 6.96 | the past 12 months. 
ast Cumulative from Jan. |__ | July 50.2 43.1 48.9 74.7 * * x 
tin meemenennees comstaucnoee __ The F. R. B. may be cautious in exercis- 
a AWARDS—$m (en) po. 95 117 137 94 ing its new authority to bring down living 
nd Cumelative from Jen. |__| Aug. 26 4607 4,542 3,599 5,692 costs by financial measures that would pre- 
ed mecmanmens cipitate a Business Recession and unem- 
icc 
it Paperboard, New Orders (st)t........ | Aug. 21 176165 149 165 — before there are more definite in 
| ; : ications of which way the voting will go 
U. S. Newsprint Consumption (st)t.... | July 38) 427 351 352 hi meals" tala ld b k 
In- Do., Stocks (mpt) End Month... | July 528 4 470«=S «557s this coming November. !t would be awk- 
rt Pneumatic Casings Production—m..... June 7.6 6.9 7.6 4.0 ward to have a slump dumped into Mr. 
Is Natural Rubber Consumption (It)s... | June 55.7 52.0 42.5 54.3 Truman's lap after it had been planned for 
val Do., Synthetic June 39.3 35.3 42.6 0.5 Mr. Dewey. 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
est seasonally adjr:sted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
sht Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
Id (1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
e and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
“a Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
.5 THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
ors 
1s- No. of ———__ 1948 Ind (Nov. 14, 1936, Cl—1i00) High Low Aug.20 Aug. 27 
Issues (1925 Close—100) High Low Aug.20 Aug. 27 100 HIGH PRICED STOCKS___._—_- 91.84 75.27 85.67 85.42 
‘ti 312 COMBINED AVERAGE. 151.9 1119.0 140.2, —:139.2 100 LOW PRICED STOCKS____ 182.86 135.10 165.29 164.88 
BS, 
ve 4 Agricultural Implements _. 240.1 178.8 219.4 219.6 6 Investment Trusts ss 71.6 50.0 62.8 62.9 
, Il Aircraft (1927 ClL—100) 193.5 134.3 ——*181.1. «(180.9 3 Liquor (1927 Cl—100)__. 843.5 637.7. 713.4 ~—«-7007 
al 6 Air Lines (1934 Cl—100)_ 515.6 403.8 431.2 427.7 9 Machinery si 136.8) 157.4 «157.7 
6A nt 106.8 78.7 85.1 84.0 3 Moll Order CGS 89.8 107.2 106.6 
13 Automobile Accessories... 224.1 171.1 196.9 197.1 3 Meot Fackiag CN 92.0 100.4 99.6 
ite 12 Aut bil 41.3 31.4 35.5 35.4 13 Metals, non-Ferrous 189.1 138.0 169.7 170.1 
on 3 Baking (1926 Cl.—100)__ 21.9 164-204 ~—S 205 4 Paper 487 341 43.0 4311 
“A 3 Business Machines 297.1 224.7 277.1 278.7 74 Vance 2 OED 199.5 273.6 266.6 
II 2 Bus Lines (1926 Cl—100)____ 168.4 133.4 145.5 143.2 19 Public Utilities _ _--—s-:1124..9 97.8 114.1 113.9 
y S Chemicols (2672.1 221.6 241.7 242.1 5 Radio (1927 Cl—t00)___.__ 30.6 17.8 25.5 24.6 
ed | | 2 Coal Mining | 6D 14.7 24.6 23.8 8 Railroad Equipment 67.2 52.9 58.5 57.9 
en 4 Communication. ————S—«6. I 42.3 46.5 45.9 24 Railroads — SE tCt=«i':" 20.5 27.7 27.9 
xi- 44 Construction, = OS 56.6 63.2 62.5 3 Realty 27.1 21.1 22.9 22.4 
nd 7 Containers: en F4O0 287.1 299.4 298.7 2 Shipbuilding _..__-_ = ——S*W4. 102.8 138.4 135.2 
9 Copper & Brass. i'' 92.0 110.5 110.1 3 Soft Drinks CUS 363.0 389.9 366.0 
re 2 Dairy Products _. 60.2 50.7 56.7 56.3 14 Steel & Iron 121.8 96.2 115.2 114.8 
ng 5 Department Stores... 71.9 53.9 62.6 63.5 3 Sugar 54.7 44.8 52.6 51.7 
d- 6 Drugs & Toilet Articles. 184.4 149.3 151.7 153.3 2 Sulphur 281.9 206.6 258.7 261.1 
ow 2 Finance Companies 268.3 199.4 249.2 245.5 5 Textiles 170.4 118.9 160.4 160.9 
i 7 Rood Brande csc 77.6 152.8 168.7 167.9 3 Tires & Rubber__.._.__-_-__———s_—= 33.6 27.5 31.6 32.1 
ite 2 COG AOOS aa OS 59.7 61.6 59.7 6 Tobacco 70.8 62.4 70.8A 70.8 
in- 3 Furniture 88.3 70.9 81.9 81.9 2 Variety Stores... 327.8 286.9 312.5 314.4 
ite 3 Gold Mining _--__—S*7722.7 620.6 620.6e 621.3 17 Unclassified (1947 Cl—100) 109.3 90.0 103.2 102.2 
“e A—New HIGH since 1947. e—New LOW since 1943. 
re 
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Trend of Commodities 





Commodity futures broke since our last issue to the lowest 
average level since July, 1947; then rallied half-heartedly on 
short covering. All grains, except oats, sold below Government 
support levels. Cotton futures broke below Government sup- 
port points by as much as $1.20 to $3.10 a bale, reflecting 
Washington reports that cotton acreage controls probably 
will not be reimposed next year. Selling of corn was ascribed 
to a belief that the new crop will swamp storage facilities. 
Weakness in all farm products prices was also attributed to 
fears over a possible lowering of Government support levels 
next year, uncertainties regarding export demand and failure 
of the E. C. A. program to get under way on a broad scale. 
Lard and cottonseed oil also slumped to new lows for the year. 
Hoping to render at least some psychological support to prices, 
the Agriculture Department issued a prediction that demand 


for bread grains from Europe and Asia this year are likely to 
be for as much as the U, S. and Canada can export. Even with 
the improved wheat outlook throughout the world, according 
to the Department, many people will not have enough to eat. 
(Was there ever a year when this was not true?) The release 
went on to say, however, that U. S. grain exports this year will 
probably be limited by transportation shortages rather than 
supplies; but that exports will approximate 600 million bushels 
of wheat, flour and coarse grains. Huge surpluses of grain and 
cotton this year may cost the Government at least $2 billion 
for non-recourse loans to farmers. Unless support prices are 
lowered, the bill will continue to mount until non-farm con- 
sumers who, as voters, far outnumber the farmers, will ask why 
they are being taxed to hold up their costs of living. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Aug.30 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities _____._ 313.5 316.9 324.5 325.5 322.2 306.6 156.9 
11 Imported Commodities___ 283.3 285.5 291.4 282.2 279.7 275.6 157.5 
17 Domestic Commodities___ 334.8 339.0 347.8 359.2 353.9 328.7 156.6 


RAW MATERIAtS SPOT INDEX 
MAY JUNE JULY AUG. 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1948 1947 1945 1943 1941 1939 1938 1937 

162.2 164.0 95.8 92.9 85.7 783 65.8 93.8 

149.2 1264 93.6 89.3 74.3 61.6 57.5 64.7 


High 
Low 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Aug.30 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture _ 348.5 354.8 366.6 395.5 375.9 376.4 163.9 
12 Foodstuffs _ 374.1 383.7 381.7 416.8 398.0 362.9 169.2 
16 Raw Industrials 278.3 278.6 283.2 277.0 272.7 264.5 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 
High _.. 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Loy ww 140.80 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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Answers to Inquiries 





(Continued from page 598) 
rent liabilities $17,751,000, with 
net working capital of $35,238,- 
100. Dividend payments up to 
July 31 of this year amounted to 
60c per common share. 





Cross-Currents in Business 





(Continued from page 574) 
have kept pace with rising living 
costs. A study of the Federal Re- 
serve Board shows that in 1947, 
two-thirds of the nation’s spend- 
ing units were able to save $25 
billion, even at least year’s prices 
and taxes. This more than offsets 
the $11 billion “dissaving” or ex- 
cess spending by one family out 
of four. Most consumers who 
drew on savings or went into debt 
were not hard pressed ; they mere- 
ly bought what they wanted. It is 
only when the number of “dis- 
savers” shrinks and the number 
of “zero savers” mounts, that 
there will be trouble ahead. It 
will then mean that existing sav- 
ings are used up and no new Ssav- 
ings created. So far there are no 
signs of such a trend; but if and 
when it develops, demand for 
durables will certainly drop. 
Meanwhile excess spending spells 
continued demand, and thus price 
pressure; hence it can hardly be 
viewed as deflationary. 

Thus few of the factors cur- 
rently working towards deflation 
appear particularly stout influ- 
ences. Even somewhat more far- 
reaching credit curbs, if and when 
they are applied, will remain half- 
measures so long as the Federal 
Reserve System supports the gov- 
ernment bond market. Discon- 
tinuing such support would be 
truly deflationary but hardly feas- 
ible at this time in view of the 
risks involved. While almost 
everyone is agreed on the desira- 
bility of a moderate price correc- 
tion, there is also awareness of 
the difficulty to undertake “disin- 
flation” by financial means. Once 
started, the process is hard to 
stop. Too easily it could produce a 
real recession, something that is 
definitely not wanted. For fiscal 
reasons alone, we cannot afford to 
let commodity prices come down 
too much and risk the conse- 
quence of a depression; rather we 
must continue to finance a high 
consumption economy internally, 
and if necessary even on a world 
basis to avoid a deflationary 
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debacle. It is well to bear this in 
mind. 

Even a change in the political 
character of the nation after the 
November elections will not 
necessarily mean any sudden shift 
in fiscal policies. The incoming 
administration will be saddled 
with many situations in which it 
may not concur, but little can be 
done by it immediately to check 
inflation. Should deflation take 
over at some time next year, any 
administration would move to 
ease its impact, just as it would 
promptly apply Government 
power to prevent it from becom- 
ing a depression. No administra- 
tion would sit idly by without 
countermeasures, should the boom 
suddenly collapse. 

In the foreseeable future, a col- 
lapse however is hardly indicated 
despite signals of an eventual 
break, chiefly the slowing in con- 
sumer demand. A break will come 
when we run out of expedients 
to keep the pot boiling, and the 
force of such expedients such as 
ERP, rearmament, ete. has not 
yet fully asserted itself. 

Thus business in most lines 
should continue active at least in- 
to 1949. Jobs will be plentiful, 
corporate earnings highly satis- 
factory, price trends — while 
mixed — may average slightly 
higher, money will be a little 
dearer though ample to meet busi- 
ness needs. Government spending 
will be a big factor, with cash 
outlays for all purposes scheduled 
at about $43 billion during the 
current fiscal year, against $38 
billion last year. 


Watch Negative Factors 


Despite this generally favorable 
background for continued pros- 
perity, it would be imprudent to 
ignore the negative factors at 
work though these are not yet 
showing up strongly. Current 
prices and the buyers resistance 
they’ have aroused suggest that 
the traditional principle of selling 
to the greatest number of con- 
sumers, and hence the largest vol- 
ume of units, has been uprooted 
by inflation. Market attrition is 
growing as more and more con- 
sumers find that they cannot af- 
ford to buy, or just won’t buy at 
today’s prices. While organized 
consumer resistance did never get 
very far, buyers are slowly but 
surely getting the edge over 
sellers ; and rising production plus 
higher prices has resulted in 
marked inventory accumulation 
of finished goods. 


The trouble of surpluses is not 
yet serious but it can become so 
if the trend continues; hence in- 
ventories deserve close watching. 
The desire of cautious retailers to 
cut inventories has been largely 
responsible for the backing up of 
goods in manufacturers’ ware- 
houses. Since it reflects a drop in 
demand, or at least a temporary 
hesitation in demand, it is a dan- 
ger sign unless reversed by a 
sharp pickup of fall business, on 
which business is counting, but of 
which it cannot be as yet certain. 


Inventories At New Highs 


Inventories are at new highs, 
particularly in soft goods, but so 
they were last year at this season. 
At that time, forecasts of a re- 
cession were frequent but failed 
to materialize. The essential dif- 
ference is that this year the in- 
crease in stocks is due to con- 
sumer resistance whereas last 
year it was voluntary, protective 
buying by business as a hedge 
against higher prices. Should ris- 
ing finished goods inventories be- 
come a definite trend, the reduced 
consumer buying then indicated 
will take on real significance. Any 
levelling off in inventory accumu- 
lation, even before stocks become 
excessive, means business has 
ceased that particular type of in- 
vestment expenditure and has 
therefore withdrawn a stimulant 
to business activity. New orders 
would be sharply curtailed and a 
spiral of liquidation may ensue. 

The inventory problem has 
been a matter of concern particu- 
larly in the cotton textile indus- 
try. Yet incoming orders in recent 
weeks reveal no significant slump. 
Though behind the pace of dur- 
ables, where new orders have 
been climbing rapidly since early 
July, textile orders latterly have 
more than held their own, and 
this is distinctly a favorable sign. 

Moreover, most recent activity 
in various wholesale markets 
strongly indicates rising opti- 
mism about autumn retail trade. 
While so far it has not yet been 
reflected in any great buying 
flurry, there is perceptibly less 
hesitation about making commit- 
ments and a growing conviction 
that the price structure in the main 
will hold. Though there is a dis- 
position to look for some price ad- 
justments, there is also belief that 
the adjustments, if they come, 
will prove less radical than earlier 
feared. Prices may level off rather 
than dip violently. Still, while 
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buying has expanded in certain 
markets, merchants’ continue 
close control over inventories. 

Current reports on retail trade 
indicate little or no diminution of 
consumer demand. Department 
store sales for the week ended 
August 7 were 22% ahead of the 
like period last year, the first 
marked recovery since the mid- 
summer lull. In the two subse- 
quent weeks, sales rose 15% and 
12% respectively. It is of course 
impossible to determine to which 
extent demand has been stimu- 
lated by the prospect of resump- 
tion of consumer credit controls. 
The trend during the next two 
months will furnish an excellent 
indicator of what’s ahead. 

Broadly speaking, it appears 
premature to anticipate any sig- 
nificant letdown in _ business 
merely because there have been 
drags here and there, and because 
seasonal patterns have become 
more pronounced. The former 
may be temporary, the latter are 
a sign of a return to more normal 
business conditions. Deflationary 
trends definitely exist and in time 
will no doubt gain the upper 
hand. But for the moment, offset- 
ting factors of strength are still 
numerous and powerful enough to 
minimize their impact. 

If the fall upturn in business 
comes up to expectations, and 
there are growing signs that it 
will, it will be the tip-off for sat- 
isfactory business for the rest of 
the year and into 1949. But the 
trend of new orders, sales and 
production henceforth deserves 
heightened attention. To keep in- 
formed, the reader can do no bet- 
ter than follow closely the vital 
business statistics and interpreta- 
tive text regularly carried in the 
Business Analyst section of this 
publication. 





Intensified Industrial 
Concentration 





(Continued from page 579) 
industries in particular. In this 
respect, the FTC takes an alarm- 
ist view. It calls attention to the 
loophole in the Clayton Act mak- 
ing possible legal evasion of the 
original intent of Congress ‘“‘to 
arrest the creation of .. . monopo- 
lies in their incipiency.” Recom- 
mending that the loophole be 
closed, the Commission concludes 
that “no great stretch of the 
imagination is required to foresee 
that if nothing is done to check 
the growth in _ concentration, 
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either the giant corporations will 
ultimately take over the country, 
or the government will be im- 
pelled to step in and impose some 
form of direct regulation in the 
public interest. In either event, 
collectivism will have triumphed 
over free enterprise, and the 
theory of competition will have 
been relegated to the limbo of 
well-intentioned but ineffective 
ideals.” 

While the timing of the FTC 
report may have political signifi- 
cance, the Commission of course 
has long been a crusader against 
economic concentration; it wants 
bigness in business stopped and 
has frequently said so in no un- 
certain terms. So far, however, 
it has found it difficult in con- 
vincing Congress of the necessity 
to plug the loophole in the Clay- 
ton Act. As the act now stands, 
a corporation may merge with an- 
other by buying its physical as- 
sets; it outlaws only a merger in 
which one company buys up the 
capital stock of another and 
where the results will eliminate 
competition and tend to monopoly. 


Merger Motives 

However, apart from. short 
term and long term competitive 
reasons which may or may not 
loom large in any given merger 
case, the revival of merger ac- 
tivity is inherently due to the eco- 
nomic and operating conditions 
characteristic of the postwar era. 
Lush finances and the existence 
of greatly broadened postwar 
markets undoubtedly strength- 
ened the trend in this direction, 
but shortages and rising costs in- 
cluding the constantly rising 
wage pattern must also have been 
important contributing factors. 
In short, the advantages of acqui- 
sitions must have proved doubly 
desirable in the postwar environ- 
ment as we have known it to 
exist, particularly those advan- 
tages making for cost reduction. 

These may include specializa- 
tion and better division of labor; 
the spread of overhead including 
research expenses; the benefits of 
large-scale purchasing and mar- 
keting; wider use of labor saving 
machinery; joint use of patents 
and financial advantages. Also, 
companies threatened with sup- 
ply shortages found it necessary 
to engage in vertical acquisitions 
to maintain operations at profit- 
able levels. Our economic postwar 
record is replete with such ex- 
amples, and also with cases where 
lack of adequate supplies cur- 


tailed operations or led to logs 
production. That the latter may 
have been relatively more numer- 
ous among smaller enterprises 
can hardly be denied. Their lesser 
resources denied them the remedy 
available to better heeled con- 
cerns. And their position, as in- 
dustrial concentration increases, 
is hardly apt to improve, for big 
business under volume operations 
usually can produce cheaper than 
small business. 


Small Business Needed 

Yet without small business, we 
would hardly have a _ balanced 
economy, nor the type of healthy 
competition that is its lifeblood. 
Contrary to general opinion, de- 
pressions sometimes affect large 
enterprises very severely. It is 
not easy for them to contract; 
they are less flexible to adapt 
themselves to changing condi- 
tions. Were we to have big busi- 
ness alone, our cyclical fluctua- 
tions would probably be far more 
severe — with serious social and 
economic repercussions. Clearly, 
for best results, small business 
must be allowed to exist side by 
side with big business, and this 
requires maintenance of healthy 
competitive conditions. 

Frequently in the past, the 
process of industrial concentra- 
tion was accompanied by trade 
restraints and monopolistic price 
controls. Where this was the case, 
rather than efforts towards re- 
ducing the cost of production for 
the public benefit, industrial con- 
centration was far from desir- 
able. Moreover it intensified the 
struggle between capital and 
labor, with the latter traditionally 
alarmed by big industry’s alleged 
desire to keep wages down and 
prices up. Greater economic con- 
centration in the future is bound 
to enhance this struggle but con- 
versely, more virulent assertion 
of the power of organized labor 
may go far towards fostering con- 
centration. 

The great material success of 
our economic system can be di- 
rectly traced to competition; 
without it, our business life would 
soon stagnate. Big business as 
such does not mean absence of 
competition though it may limit 
the opportunities of small busi- 
ness; thus bigness beyond a cer- 
tain point is neither desirable nor 
healthy. Where this point lies in 
a modern industrial economy is 
difficult to determine. But once 
bigness effectively stifles compe- 
tition, assuming a monopoly sta- 
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tus and excessive economic power, 
remedial steps would be in order. 
In itself, there is nothing evil 
in big business, certainly not as 
long as competition remains as- 
sured; rather we profit from the 
production economies afforded by 
large-scale operations. Those who 
argue in favor of highly central- 
ized control over competition 
should consider that no such con- 
trol can be an antidote to the 
evils of excessive concentration. 
In other words, socialization, as 
some suggest, is hardly the cure 
for economic concentration, since 
the former as much as the latter 
does away with equality of oppor- 
tunity and fair competition. 





For Profit and Income 





(Continued from page 597) 


corner”. Invidious comparison 
with Union Pacific is being made, 
for this stock has been split and 
payments on it are equivalent to 
$10 on the old shares, on which $6 
had previously been paid for 
many years. However, Atchison 
would not fare as well under ad- 
verse conditions as Union Pacific, 
partly because the latter’s non- 
railroad earnings, especially from 
oil holdings, are fabulously large. 
Basically the UP rate of $5 on the 
split stock is probably safer than 
the $6 Atchison rate. This is not 
to predict that the latter will not 
be raised. Maybe the management 
will get a little less cautious in its 
own good time. Whatever the re- 
sult, this column is not keen about 
the stock, around 118 at present. 





The Future of 
Farm Equipment Companies 





(Continued from page 591) 


at 120%. While the farm imple- 
ment index recently advanced to 
130 and will doubtless go higher, 
it is obvious that machine cost is 
still far below labor cost. The 
new Draft Act and the continued 
labor shortage throughout the 
country should continue to main- 
tain the relative advantage held 
by machines. Moreover, the in- 
creasing improvements of farm 
implements, such as use of rub- 
ber tires and various conven- 
lences, has a “comfort” appeal in 
addition to the cost angle. 

There are nearly 1200 makers 
of farm equipment and parts in 
this country, with a slightly larg- 
er number of plants, but a few 
leading companies do the bulk of 
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the business. Total industry sales 
in 1947 were estimated at about 
$1.5 billions with International 
Harvester leading with $741 mil- 
lion, and Deere & Co. and Allis 
Chalmers tieing for second place 
with $212 million each. The vol- 
ume of Allis Chalmers, however, 
includes a large amount of elec- 
trical and industrial equipment, 
so that Deere is actually second 
in farm equipment sales. 

Farm machinery stocks gener- 


ally move over a wider price 
range than the average industrial 
issue. Thus, in 1932 an average 
of six stocks dropped to less than 
one-tenth of the 1929 high, while 
a:composite index for industrial 
stocks dropped to only about one- 
sixth of its bull market high. In 
the 1937 bull market, farm equip- 
ment again overtook the all-indus- 
trial index and spurted substan- 
tially ahead, but in the next few 
years were again in an inferior 
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position. With the beginning of 
the war, however, the implement 
stocks again made a better show- 
ing, and in the second half of 
1947 remained well above the in- 
dustrial index. In common with 
other stocks, the farm equip- 
ments in 1947-48 have failed to 
reflect fully the excellent trend of 
earnings and dividends. Average 
price-earnings ratios last year 
— for the most part relatively 
ow. 

However, due to the compara- 
tively small proportion of earnings 
paid in dividends last year, yields 
on the farm implement stocks were 
not particularly out of line with 
the average for industrial stocks 
—about 5%. The yield on Inter- 
national Harvester ranged from 
3.8% to 5.2%; on J. I. Case from 
3.4% to 5.5% and for Allis- 
Chalmers 3.8% to 5.38%. Oliver, 
which paid out only about 10% of 
earnings, had a yield range of 
3.6%-5.6%. But with the favorable 
outlook for bigger year-end extras 
—the industry’s usual way of 
showing generosity to stock- 
holders — current yields are im- 
proving. 

Considering the favorable out- 
look for another two or three years 
of excellent business for the farm 
equipment companies, present 
stock market prices seem to place 
a rather modest appraisal on 
earnings and dividends. Shares of 
the leading companies sell below 
net asset values and at price- 
earnings ratios of about three to 
eight times indicated 1948 earn- 
ings (which in most cases are ex- 
pected to show substantial gains 
over last year). Buyers of these 
shares have a choice ranging 
from the investment quality of 
International Harvester to the 
speculative possibilities of Min- 
neapolis-Moline, which is expected 
soon to formulate a recapitaliza- 
tion plan, permitting payment of 
common dividends. 





Diverse Outlook For 
Merchandise Shares 





(Continued from page 587) 
down to a more nearly normal 
ratio to volume of sales. 

Although retail earnings are de- 
termined largely by results exper- 
ienced in the fourth quarter of the 
year and, accordingly, interim 
statements afford little assistance 
in forecasting full-year profits, 
nevertheless trade authorities 
have seen enough thus far to feel 
reasonably optimistic on 1948 fig- 
ures. On basis of mid-year state- 


ments and preliminary forecasts 
for holiday business, authorities 
anticipate retail profits at about 
the same level as in 1947. Such a 
showing would be quite satisfac. 
tory considering instability in 
wholesale prices, threats of buyer 
strikes, uncertainties over possi- 
ble military requirements for 
standard types of apparel and 
other factors tending to prevent 
normal operations. 

Results for the first half appear 
to have averaged somewhat better 
than a year ago, for mark-ups 
were held to a minimum in early 
months of 1947 for fear of being 
unable to dispose of goods that at 
the time seemed vulnerable to 
price reductions. Buyer strikes in 
the spring of 1947 also led to adop- 
tion of cautious buying policies on 
the part of merchandisers and as 
a result, stocks of goods on hand 
were inadequate for the autumn 
pickup. Such conditions are not 
being experienced this year. 
Markups have been closer to nor- 
mal and merchandise stocked for 
the coming holiday season prom- 
ises to be large enough for a good 
volume of business. Figures on 
first half earings already pub- 
lished and inventory statistics 
support the view that results this 
year may be more in line with 
usual experience than was the 
case in 1947. 

A specific example may be 
cited in the department store field. 
Federated Department Stores, 
ranking among the four or five 
largest distributors in its class, 
recently reported for the period 
ending July 31. Sales for the 
twelve months showed a gain of 
about 14.7 per cent and net profit 
rose more than 11 per cent to 
$11,650,000, or $4.71 a share, from 
$9,5 64,000, or $3.83 a share, in the 
preceding twelve months. In the 
July quarter net profit rose more 
than 62 per cent to $1,975,000, or 
78 cents a share, from $1,225,000, 
or 46 cents a share, in the corre- 
sponding three months of last 
year, on a sales increase of only 
13 per cent. Such a showing sug- 
gests better control of costs and 
reinstatement of normal mark- 
ups. 

Evidence that distributors of 
soft goods still are doing well is 
afforded by the showing of the 
J.C. Penney Company for the first 
half. On a sales increase of about 
13 per cent, net profit rose sharply 
to $2.30 a share from $1.33 a share 
in the same period last year, indi- 
cating in still another instance the 
practice of restoring normal 
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mark-ups. 

In considering earnings pros- 
pects of department stores, it is 
necessary now to take account of 
the effect of “last-in-first-out”’ 
methods of inventory valuation. 
The leading mercantile companies 
adopted this policy last year in line 
with a Treasury ruling permit- 
ting tax benefits from so-called 
“forced liquidation” of low cost 
goods. Under the “lifo” adjust- 
ment available to retail concerns, 
the amount of the adjustment is 
related to the extent by which re- 
tail apparel and other items that 
can be definitely identified advance 
in price in the year. Since costs 
have advanced relatively less in 
1948 than last year, application of 
the formula presumably may not 
reduce earnings to any important 
extent. The “lifo” method is ex- 
pected to serve as a cushion in 
sustaining earnings in the period 
ahead when prices may decline 
suddenly and present the problem 
of inventory losses. Hence, it is 
expected to prove a stabilizing 
factor, affording protection for 
investors holding merchandise 
issues. 

Another new development that 
must be considered is the possible 
adverse effect on sales of stricter 
credit regulations going into ef- 
fect this month. Increasing down 
payments and shortening the time 
in which installment payments 
may be made should not exert any 
noticeable damper on department 
store sales. Retailers contend that 
credit rules have not been a de- 
termining factor in distribution of 
household appliances, furniture 
and other consumer durables or- 
dinarily financed on time. Most 
customers, it is believed, will draw 
more heavily on savings or will 
pay off loans more rapidly than 
otherwise. It is generally agreed, 
that few potential customers have 
extended credit facilities to the 
danger point and that to the ex- 
tent that customers desire attrac- 
tive merchandise, sales will be 
made. 


Rising Expense Ratios 


More ominous than new credit 
curbs or inflationary forces in the 
economy as threats to successful 
operation of retail establishments 
is the persistent rise in the ex- 
pense ratio. As a result of the gen- 
erally higher price level prevail- 
ing for merchandise and a larger 
volume in “high ticket” items, the 
average sale in department stores 
last year was $4.30, compared 
with $3.90 in 1946, according to 
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the Harvard survey. This rise 
helped counteract rising costs by 
lifting average annual sales per 
employee to $13,500 from $13,400 
a year previously. Payrolls trend 
ed upward and other costs lifted 
the expense ratio for department 
stores to 30.1 per cent of sales 
from 28.1 per cent in 1946. 

Advances in the expense ratio 
were offset during the war by 
larger than normal mark-ups and 
by a sharp rise in sales volume of 
individual clerks, but the limit ap- 
parently has been reached to 
which original mark-ups can be 
stretched under competitive condi- 
tions. Hence, the problem of store 
managements reverts to the ex- 
tent to which labor costs can be 
controlled. Some stores—such as 
R. H. Macy’s—are almost entirely 
staffed by unionized employees 
and presumably may find difficul- 
ty in reducing expenses in a period 
of slack business. On the other 
hand, May Department Stores is 
reported to have only about a sixth 
of its sales staff unionized. Some 
store groups have adopted flexible 
profit sharing programs under 
which expense ratios are suscep- 
tible of reasonable control. 

The matter of wage scales has 


become increasingly important in 
recent years inasmuch as hourly 
rates have advanced sharply in 
line with the trend in factories and 
elsewhere in industry. In retail 
trade, the average hourly rate for 
sales people has risen to 99.1 cents 
from 53.6 cents in 1939, according 
to the Department of Labor. Such 
a steep rise has contributed im- 
portantly to higher expense ratios 
because managements have been 
able to obtain comparatively little 
improvement in sales efficiency. 
Much of what has been said on 
the subject of department store 
distribution applies to the leading 
mail order concerns which oper- 
ate department store chains in 
major.cities as well as direct-mail 
sales. Sears Roebuck and Mont- 
gomery Ward, leading representa- 
tives of the mail order group, and 
their smaller rivals stress price 
appeal rather than personal atten- 
tion. Some of the more aggressive- 
ly managed department store 
chains gradually have been shift- 
ing to price-appeal as competitive 
conditions have returned, recog- 
nizing that the public has become 
increasingly price conscious and 
has been turning more and more to 
price-appeal distributors. Com- 
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parisons of sales reports suggest 
that the best progress this year is 
being made by retailers stressing 
price-appeal. ; 

Variety chains, whose cardinal 
principle is price-appeal, have ex- 
perienced satisfactory results this 
year. Sales volume has shown 
about average improvement in re- 
flecting high purchasing power 
and moderately rising prices. In- 
creased expense ratios have offset 
benefits of larger volume, how- 
ever, and indications point to the 
fact that earnings may show 
slight declines from last year ex- 
cept perhaps in case of the better 
managed concerns. 

Dividend prospects in the mer- 
chandising group appear reason- 
ably promising. As a general rule, 
payments are not high in relation 
to large earnings in 1945 and 1946 
or even on basis of indicated 1948 
results. In many cases distribu- 
tions are liberal in comparison 
with pre-war experience, but it 
must be remembered that profit 
margins have widened substanti- 
ally since 1941. Although few in- 
creases in 1948 distributions ap- 
pear probable, there seems reason 
for thinking that reductions will 
not be so numerous as a year ago, 
when several year-end extras 
were smaller than at the close of 
1946. 


Warrants Greater 
Investor Confidence 


Fact that investors have shown 
doubts over longer range prosper- 
ity of department store operations 
is not surprising, for pri»r to the 
war, the industry was notorious 
for earnings instability and an un- 
satisfactory record of earnings. 
Managements have been strength- 
ened in recent years, however, and 
with benefit of improved financial 
positions, the industry deserves a 
higher investment rating than ten 
to fifteen years ago. 

Variety chains, which made 
rapid headway in the 1920’s and 
weathered the depression better 
than many independents, have 
shared in the general uptrend in 
merchandising although investors 
appear reluctant to give full ap- 
proval to higher standards of 
earnings and dividends. A com- 
parison of records of leading rep- 
resentatives in this group indi- 
cates that dividends are averaging 

two to three times their rates of 
the pre-war base period, while 
earnings coverage is as high or 
higher than before the war. 

In general, the merchandising 
groups reviewed here appear well 
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prepared for readjustments to 
normal competitive conditions. 
Even with narrower margins, 
which seem a distinct possibility, 
earnings and dividends give prom- 
ise of holding at a level consider- 
ably above pre-war experience. 


Office Equipments — 
As They Return to Normalcy 


(Continued from page 593) 
corresponding period of 1947. 
Remington Rand and L. C. Smith, 
however, experienced a_ slight 
downtrend in net earnings during 
the first six months of 1948, 
though transient difficulties may 
have accounted for the lapse. 

About the only apparent clouds 
on the horizon for the industry 
are possible strikes, scarcity of 
trained personnel, or priorities 
that might affect supplies of raw 
materials. The fact that several 
of the leading concerns have re- 
cently declared extra dividends is 
a strong indication of managerial 
confidence in the current situa- 
tion. Quite likely others, too, will 
soon liberalize their dividend 
policies. 

On the appended table we list 
nine outstanding concerns in the 
office equipment industry, with 
statistical data that should inter- 
est our readers. Of special signifi- 
cance is a comparison of latest 
earnings for 1948 with those for 
full 1947, for the uptrends in this 
respect are rather widely spread. 
It should be realized that the 
yields shown for the various 
stocks are based upon 1947 dis- 
tributions that in more than one 
instance are apt to prove lower 
than in the current year. It will 
also be noted that present share 
prices have established a rather 
wide variation as to both yields 
and price-earnings ratios. 

_The unusually favorable as- 
pects of the office equipment in- 
dustry have served to heighten 
speculative interest in shares of 
this group during recent months. 
As of August 20, the Magazine 
of Wall Street Index of business 
machines shares stood at 277.1, 
compared with a low for the year 
of 244.7 and a high mark of 297.1. 
Regardless of the current yield 
factor, shares of most concerns in 
this division seem reasonably 
priced in considering medium 
term appreciation potentials, al- 
though their sensitivity to cyclical 
influences must not be disre- 
garded. In the event of an upturn 
in general market prices, careful- 
ly selected office equipment shares 








should give a good account of 
themselves. 





Progress of Communism 
in South Eastern Asia 


(Continued from page 585) 
happening now in Burma would 
probably take place in  Indo- 
China in case the Vietnam (Ana- 
mese) nationalists, who have even 
less experience in self-govern- 
ment than the Burmese, assumed 
power, and also in the Nether- 
lands East Indies, were the Indo- 
nesian nationalists supreme. On 
the other hand, the confusion and 
misery created by the colonial re- 
bellion in both Indo-China and In- 
donesia is strengthening the influ- 
ence of the communists, who are 
more and more becoming the im- 
placable standard-bearers in the 
fight against “foreign domination 
and exploitation”. 

It is naive to think that com- 
munism in South Eastern Asia 
could be stopped by the force of 
arms. It will always retain its ap- 
peal in a world where economic 
inequality remains as flagrant as 
there. The only hopeful prospect 
lies in the emergence of a sub- 
stantial middle class, which would 
serve as a backbone of native 
middle-of-the-road, moderate po- 
litical parties that would—rather 
than the colonial governments— 
hold the communists in check. 
This in fact has been happening 
in the Philippine Republic. 

The emergence of such moder- 
ate political parties is in turn de- 
pendent upon the moderation and 
the willingness of European 
metropolitan governments to com- 
promise. The attitude of the 
French and Dutch governments 
has not been very helpful in this 
respect. Yet, as the case of Burma 
shows, mere cession of political 
power may not be enough; guid- 
ance in economic matters on the 
part of the UN may be necessary, 
as well as investment of capital 

funds by such international agen- 
cies as the World Bank. As the 
London Econuomist points out, if 
the spread of communism in 
South Eastern Asia is to be ar- 
rested, “the emphasis is no longer 
on European convenience, but on 
the raising of living standards”. 


Working Capital Position 
of Industry 


(Continued from page 576) 
current boom in real estate values 
and new building by their heavy 
purchases of mortgages, most of 
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Rovan TyPEewRiver 
CoMmMPANY, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending October 31, 1948, has been 
declared payable October 15, 1948 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on October 6, 1948. 

A dividend of 50¢ per share 
has been declared payable Octo- 
ber 15, 1948, on the outstanding 
common stock of the Company, 
of the par value of $1.00 per 
share, to holders of common stock 
of record at the close of business 
on October 6, 1948. 


September H. A. WAY 
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PACKARD MOTOR - 
CAR COMPANY 


DIVIDEND NO. 132 
The Board of Directors has de- 


clared a dividend of twenty cents 
(20c) per share on the outstand- 
ing Common Non-Par Value 
Shares of the Company, payable 
on the 18th day of October, 
1948, to the holders of the Com- 
mon Non-Par Value Shares of 
record at the close of business 
September 18, 1948. The books 
will not be closed. 

HUGH J. FERRY, Secretary 

Detroit, Michigan, August 30, 1948 

















UNION CARBIDE 
AND CARBON 
CORPORATION 


U3 
A cash dividend of Fifty cents (50¢) 


per share on the outstanding capital 
stock of this Corporation has been 
declared, payable October 1, 1948 to 
stockholders of record at the close of 
business September 3, 1948. 


MORSE G. DIAL, 


Secretary and Treasurer 





ties of monetary control. 

In view of the large amount of 
direct and hidden credit already 
in use, the changes taking place 
in the outstanding credits of in- 
dividual companies would seem 
one of the most important points 
to follow. Both sides of the bal- 
ance sheet should be looked at for 
such credits—debts owed to the 
concern by others, and debts owed 
by the concern to others. 


Need For Careful Appraisal 


As a general check, the com- 
pany’s change may be compared 
with the figures of some of the 
other companies in the same line 
of business given above, and with 
the composite statement. 

For example, of the 30 com- 
panies analyzed, only Alpha Port- 
land Cement and Bigelow-Sanford 
Carpet show sharp increases this 
year in both inventories and re- 
ceivables. Eight other companies 
show sharp increases in one but 
not the other, including American 
Locomotive, American Woolen, 
Borg-Warner, Continental Motors, 
Goodyear Tire, Mohawk Carpet, 
Union Oil, and U. S. Gypsum. 

Five companies show increases 
in both items, but of relatively 
moderate amount, including Bul- 
lard Company, Clark Equipment, 
B. F. Goodrich, Lukens Steel, and 
Studebaker Corporation. Eight 
show moderate increases in one 
offset by decreases in the other, 
and of relatively moderate 
amounts, including E. W. Bliss, du 
Pont, Hercules Powder, Interna- 
tional Nickel, Merck & Company, 
Monsanto Chemical, St. Joseph 
Lead, and Tide Water Oil. 

Seven companies were able to re- 
duce both inventories and receiv- 
ables this year, in spite of the con- 
tinued high volume of business, in- 
cluding American Machine 
& Metals, Babcock & Wilcox, Con- 
tainer Corporation, Continental 
Baking, Interchemical Corpora- 
tion, Link Belt, and U. S. Hoffman 
Machinery. 





As | See It! 





which are government - guaran- 
teed. 

The operation becomes doubly- 
inflationary when, as in numerous 
cases, such institutions obtain 
funds by selling their government 
bonds which the Reserve Banks, 
committed to support the market, 
have to absorb, and thereby add 
to bank reserves and the difficul- 
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(Continued from page 569) 
“Third Force” despite its basic 
incongruities. 

Such hope, for the moment at 
least, appears none too strong. At 
last report, Mr. Schuman had to 
abandon his initial efforts to form 
a cabinet for lack of sufficient par- 
liamentary support, a develop- 
ment that cannot but threaten 


even deeper political tumult. Some 
doubt whether anyone will be able 
to form a government at the pres- 
ent time, raising the problem how 
the French nation is to proceed 
from here on. The possibility of 
new elections looms nearer, with 
all its disquieting potentials. 





Market in Decisive Phase 





(Continued from page 571) 
prospect of a seasonal pickup. All 
of which seems hardly conducive 
to any sustained market advance. 
We continue to favor a cautious 
and highly selective market policy. 

—Monday, September 6 


BOOK REVIEWS — 


1948 COMMODITY YEAR BOOK 
By Commodity Research Bureau 

This monumental book perhaps con- 
tains the most comprehensive statistics 
available in the commodity field. It lists 
data covering production, consumption, 
and supplies of the basic commodities, 
through the war years to date, in 545 
statistical tables and 79 chart studies, 
Among the special studies included in 
the book are “Price Trends in Presiden- 
tial Years”, “Commodities in the Post- 
War World”, “Understanding the Fu- 
tures Market”, “Relationship of Secur- 
ities, Commodity Prices, and Industrial 
Production”, “The Use of Price Charts 
in Price Forecasting”, “A History of 
Major Agricultural Legislation”, “Farm 
Parity and Government Price Support 
Programs”, and others. Particularly val- 
uable are the reports on specific com- 
modities traded in organized futures 
markets, and the studies on inflation. 
Commodity Research Bureay, Inc. $10.00 














INVESTMENT COMPANIES— 
1948 EDITION 
By Arthur Wiesenberger 

This thorough and analytical book on 
investment companies is gaining a stead- 
ily increasing acceptance both in the 
United States and abroad as the stand- 
ard authoritative reference book on the 
U. S. investment trust industry. Its de- 
tailed analyses of 79 leading companies 
include background, investment policy, 
portfolio holdings, 11-year management 
results, income and dividend records, 
and price ranges, together with a dis- 
cussion of the many possible advantages 
of each type of security. Furthermore, 
in sections just added this year, are 
listed the important facts and figures 
on another 42 companies. Both the pro- 
fessional and the investor will find this 
328-page volume, now in its eighth an- 
nual edition, of inestimable value. 


Arthur Wiesenberger & Company $15.00 


THE MAGAZINE OF WALL STREET 












novtitation to Tress : | 
oe ors a 


td ap 


3 with $20. y el 
= 43 = sy 





Sf 





10us 

licy, . 

ber 6 : we 
eS 


-| [INVESTMENT 
= WVANAGEMENT 90 BROAD ST. 
: SERVICE = “YORK A” 


con- 

Stics 

lists 

ion, 

ties, 

545 

lies, % 

in Without Obligation, Submit 
en- , Your Security Holdings For 

Our Preliminary Analysis ..- 


St- 





. 


a 2 





1r- d 
ial ; 
, _ If your investments are worth $20,000 or 


1 receive 4 personal report commenting 


f ? 
; more you wil 
jncome and growth prospects 


m : 
rt a on the diversification, 
of your account. 


I & 
You will be advised which of your issues 
) § to sell as least attractive, which to reduce, which 
| to retain temporarily or for the longer term. 


Give us your objectives so our comments 
can be as valuable as possible. State your purchase 
prices and how long you have held each security so 
we can consider the tax aspect of any changes. 


gt ae gta ee YN ° 


aah 


e told how Investment 
over the critical 
evaluated and an 
1 supervision. 


Further, you will b 
rvice could help you 
Your list will be 
ted for complete, annua 


oe 


,, Management Se 
market ahead. 
exact fee quo 


: Sincerely, 


° 2* 


INVESTMENT MANAGEMENT SERVICE, 








ASSOCIATED WITH Arthur G. Gaines 
THE MAGAZINE Vice-President 
OF WALL STREET 





HOP Rp 


ee a iid : 








Climaxing 75 years of service to the Business World 


This newest product of Remington Rand—the crowning 
achievement of 75 years of typewriter research and develop- 
ment — continues the leadership begun in 1873 with the first 
typewriter. The new Remington Electric DeLuxe, the hand- 
somest typewriter ever designed — and the best-engineered — 
provides increased typing production with decreased typing 
effort. It brings you a new high in typ- 
ing perfection — every character per- 
fectly formed, perfectly printed, abso- 
lutely uniform in appearance. The 
scientifically developed Finger-Fit Keys 
invite flying fingers to flow smoothly, 
swiftly over the easy-to-stroke surface 
of its keyboard; the quiet, sturdy motor 
has an unfailing reserve of power ample 
to meet every typing need. Here is per- 
New Remington Rand type! = formance which combines an ease of 


Designed for greater read- eee ; ; 
ability. . . perfect stencils. operation with a split-second response 


| THE FIRST NAME [IN TYPEWRITERS 


Finger-Fit Keys adjust 
fingertips automatically! 


and an increase in output that delights 
the secretary ... is a revelation to the 
executive. The typist need no longer 
worry about individual touch for beau- 
tifully typed letters and reports—with 
the new Remington Electric DeLuxe 
she merely touches the keys, and the 
quiet, smoothly functioning electric 
mechanism picks up the action and 
uniform typing appears on paper! 


Today, see this handsome new Remington Electric DeLuxe 


Typewriter ... call 


your nearby Remington Rand office; let 


a trained representative show you its many features that will 
give you better typing, faster. at a lower net cest! 


» » » 


The new REMINGTON ELECTRIC DELUXE TYPEWRITER 
is unusually compact... fits all standard fixed -bed, 
center-drop and pedestal-style typewriter desks. 
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